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It is respectfully requested that the following documents be filed according to
49 U.S.C. 11303 of the Interstate Commerce Commission Act:

Dear Mrs. Lee: INTERSTATE COMMERCE COM

1. Security Agreement dated as of June 29, 1979 between Lease Financing
Corporation as Debtor and Girard Bank as Secured Party

v 2. Participation Agreement dated as of June 29, 1979 between Lease
. Financing Corporation as Owner and Girard Bank as Lender and
National Railway Utilization Corporation and Pickens Railroad
Company as Co-Lessees
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3. Amendment to the Lease of Railroad Equipment

4, Assignment of Lease
The address of the parties are as follows:

r

National Railway Utilization Corporation Lease Financing Corporation
\§: 1100 Centre Square East, 1500 Market St. 3 Radnor Corporate Center, Suite 400
: Philadelphia, PA 19102 100 Matsonford Road
Pickens Railroad Company # Girard Bank
% 402 Cedar Rock Road / One Girard Plaza
P. 0. Box 216 ’ Philadelphia, PA 19101
Pickens, SC 29671

The equipment covered by the Equipment Lease which was previously filed are twenty-five
(25) 50 foot 6 inch, 70 ton, type XM boxcars bearing the road numbers NSL 150825 -
NSL 150849 (both inclusive).
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PARTICTPATION AGREEMENT

Dated as of June 29, 1979 -

among
NATTONAL RATIWAY UTTILIZATION CORPORATION
PICKENS RATLROAD COMPANY |
LEASE FINANCING CORPORATION !
and

. GIRARD BANK.

Twenty-five General Purpose Boxcars, NSL150825 through NSL150849, inclusive

Filed and recorded with the Interstate Commerce Commission pursuant to
49 U.S.C. §11303 on ,1979, Recordation No. .




PARTICIPATION AGREEMENT, dated as of June 29, 1979,
among NATIONAL RATLWAY UTILIZATION CORPORATION and PICKENS
RAILROAD COMPANY, both South Carolina corporations (herein-
after jointly and severally called the Lessee), LEASE FINANC-
ING CORPORATION, a Pennsylvania corporation (hereinafter
called the Owner) and GIRARD BANK, a Pennsylvania
banking corporation (hereinafter called the ILender).

WHEREAS, National Railway Utilization Corporation
(hereinafter called NRUC) has entered into a Purchase
Agreement, dated as of June 29, 1979 (hereinafter called the
Purchase Agreement) for certain units of railroad equipment
listed in_Schedule T hereto (hereinafter called the Equipment)
from Whittaker Corporation (Berwick Forge & Fabricating
Division) (hereinafter called the Builder);

WHEREAS, NRUC has assigned its rights and obligations
under the Purchase Agreement to Owner pursuant to a Purchase
Agreement Assignment, dated as of June 29, 1979 (hereinafter
called the Purchase Agreement Assignment), a copy of which
is attached hereto as Exhibit A;

WHEREAS, the Lessee has leased from the Owner all of
the units of the Equipment pursuant to Lease of Railroad
Equipment (No. Y179-1290.4), dated as of June 29, 1979
(including all Schedules and Exhibits thereto) (hereinafter .
called the Lease), a copy of which is attached hereto as
Exhibit B, and the Lessee and the Owner have agreed to amend
the Lease pursuant to an Amendment to Lease of Railroad
Equipment in substantially the form of Exhibit B-1 hereto
(hereinafter called the Lease Amendment); the term "Lease",
as used hereinafter, unless otherwise indicated, being
deemed to include the Lease Amendment) ;

WHEREAS, the Lender will finance not more than 80% of
the Purchase Price (as defined in the Lease) of the Equipment
by purchasing a non-recourse promissory note (hereinafter
called the Note) of the Owner in substantially the form of
Exhibit C hereto and in the principal amount of $794,560;
and

WHEREAS, as security for the payment of the indebtedness
represented by the Note, the Owner will grant to the Lender,
a security interest in the Equipment and in the Lease,
including the rents and other sums payable under the Lease,
pursuant to a Security Agreement (hereinafter called the
Security Agreement) in substantially the form of Exhibit D
hereto and an assigment of lease (hereinafter called the
Lease Assignment) in substantially the form annexed to the
Security Agreement;

NOW, THEREFORE, in consideration of the agreements and
covenants hereinafter contained, the parties hereto hereby
agree as follows:



1. Subject to the terms and conditions hereof, Lender
will pay to the Owner $794,560.00in funds immediately avail-
able in Philadelphia, Pennsylvania, not later than 11:00
a.m., on such date (hereinafter called the Closing Date) not
later than July 31, 1979, as shall be requested by the Owner
by written notice delivered to the Lender not less than two
business days prior thereto. The Owner represents that said
amount equals less than 80% of the Purchase Price of the
Equipment, as set forth in Schedule I hereto.

Simultaneously with the advance to the Owner of such
amount, the Owner will execute and deliver to the Lender a
Note in the principal amount of $794,560.00 dated as
of the date hereof, together with the Security Agreement, the
Lease Assignment and Lessee's consent and agreement thereto
(hereinafter called the Consent) in substantially the form
-annexed to the Lease Assignment.

The term "business days", as used herein, means calendar
days, excluding Saturdays, Sundays and any other day on
“which banking institutions in Philadelphia, Pennsylvania are
authorized or obligated to remain closed. All interest
under this Agreement, the Security Agreement or the Note
shall be calculated on the basis of a 360-day year of twelve
30-day months.

The Lender, simultaneously with the final payment to it
of all amounts payable in respect of the Note, will surrender
the same to the Owner.

The forms of the Exhibits annexed to this Agreement are
hereby approved by the Lender. The Owner and/or the Lessee
will not enter into or consent to any modification or supple-
ment to such forms without the prior written approval of the
Lender.

The Lender is acting hereunder solely as a purchaser
for investment and shall not have any obligations under this
Agreement except to make the purchase of the Note provided
for herein subject to the terms hereof.




2. (a) The Owner and the Lessee severally, and not
jointly, each represents and warrants that it has not directly
or indirectly offered or sold any of the indebtedness to be
represented by the Note or other securities to, solicited offers
to buy any of such indebtedness or other securities from, or
otherwise approached or negotiated in respect of the purchase
or sale or other disposition of any of such indebtedness or
other securities with any person so as to reguire registration
of the Note or any such other securities under the prov151ons
" of Section 5 of the Securities Act of 1933, as amended.

(b) Lessee jointly and severally represents and
warrants as follows:

(i) Each Lessee is a corporation duly
incorporated, validly existing and in good standing under
the laws of the State of South Carolina and is duly
qualified to do business and is in good standing in such
other jurisdictions in which the failure to so qualify
or be in good standing might materially and adversely affect
the ability of the Lessee to perform its obligations under
this Agreement, the Purchase Agreement Assignment, the
Lease, the Consent or that certain Income Tax
Indemnification Agreement, dated as of the date hereof
(hereinafter called the Tax Agreement), by and between
Lessee and Owner.

(ii) Each Lessee has full power, authority
and legal right to carry on its business as now canducted
and is duly authorized and empowered to execute and deliver
this Agreement, the Purchase Agreement Assignment, the
Lease, the Consent and the Tax Agreement and to fulfill
and comply with the terms, conditions and provisions hereof
and thereof; this Agreement, the Purchase Agreement
Assignment, the Purchase Agreement Assignment, the Lease,
the Consent and the Tax Agreement have been duly authorized,
and have been, or will be on or before delivery of any
unit of Equipment, duly executed and delivered and, assuming
due authorization, execution and delivery ther=sof by the
other parties hereto, constitute or will, when duly executed
and delivered, constitute valid, legal and binding
agreements, enforceable in accordance with their terms,
except as limited by bankruptcy, insolvency, reorganization,
moratorium or other laws or eguitable principles affecting
the enforcement of creditors' rights.

(iii) There are no actions, suits or



proceedings (whether or not purportedly on behalf of either
of the Lessees) pending or, to the knowledge of either

of the Lessees, threatened against or affecting either

of the Lessees or any property or rights of either of the
Lessees at law or in equity, or before any commission or
other administrative agency, which could materially and
adversely affect the condition, financial or other, of
either of the Lessees; and, except as aforesaid, each Lessee
is not, to its knowledge, in default with respect to any
order or decree of any court or governmental commission,
agency or instrumentality which could materially and

adversely affect the condition, financial or other, of
such Lessee.

(iv) Neither Lessee is a party to any
agreement or instrument or subject to any charter or other
corporate restriction materially and adversely affecting
the business, present or proposed, of such Lessee, or the
operations, property or assets or condition, financial
or other, of such Lessee. ‘

(v) Neither the execution and delivery of
this Agreement, the Purchase Agreement Assignment, the
Lease, the Consent or the Tax Agreement nor thé consummation
of the transactions herein and therein contemplated or
the fulfillment of, or compliance with, the terms and
provisions hereof and thereof will conflict with, or result
in a breach of, any of the terms, conditions or provisions
of the certificate of incorporation or the by-laws of either
of the Lessees or of any bond, debenture, note, mortgage,
indenture, agreement or other instrument to which either
of the Lessees is now a party or by which either of the
Lessees or its property may be bound, or constitute (with
the giving of notice or the passage of time or both) a
default thereunder, or result in the creation or imposition
of any lien, charge, security interest or other encumbrance
of any nature whatsoever upon any property of either of
the Lessees or upon the Egquipment pursuant to the terms
of such agreement or instrument.

(vi) Neither the execution and delivery
by the Lessees of this Agreement, the Purchase Agreement
Assignment, the Lease, the Consent or the Tax Agreement
nor the consummation of the transactions herein and therein
contemplated nor the fulfillment of, or compliance with,
the terms and provisons hereof and thereof will conilict
with, or result in a breach of, any of the terms, conditions



or provisions of any law, or any regulation, order,
injunction or decree of any court or governmental

instrumentality or arbitrator applicable to either of the
Lessees,

(vii) No authorization or approval is
required from any governmental or public body or authority
having jurisdiction over either of the Lessees or the
Equipment in connection with the execution and delivery
by the Lessee of this Agreement, the Purchase Agreement
Assignment, the Lease, Consent or the Tax Agreement, or
the fulfillment of or compliance with the terms, conditions
and provisions hereof and thereof or the transactions
contemplated hereby or thereby.

(viii) Each Lessee has filed all foreign,
Federal, state and local tax returns which (to its
knowledge) are required to be filed, and has paid or made
provisions for the payment of all taxes which have or may
become due pursuant to said returns or pursuant to any
assessment received by it, other than taxes which are being
contested in good faith and which, in the aggregate, do
not involve material amounts.

(ix) Lessee has furnished to the Owner and
the Lender (i) consolidated balance sheets of NRUC as of
December 31, 1978 and related consolidated statements of
income and retained earnings for the year then ended; such
consolidated financial statements are in accordance with
the books and records of NRUC and have been prevared in
accordance with generally accepted accounting principles,
applied on a consistent basis throughout the period covered
thereby and on a basis consistent with prior periods; and
such statements present fairly the financial condition
of NRUC at such date and the results of its operations
for such period. There has not been any material adverse

change in the financial condition of NRUC since December
31, 1978.

(x) Each Lessee is not in default in the
payment of principal of or interest on any indebtedness
for borrowed money or in default under any instruments
or agreements under or subject to which any indebtedness
for borrowed money has been issued or in default under
any long-term rental obligation under which such Lessee
is the lessee, and no event has occurred and is continuing
under the provisions of any such instrument or agreement



which, with the lapse of time or the giving of notice or
both, would constitute an event of default thereunder, other
than defaults which would not have a material adverse effect
on the Lessees' ability to perform its obligations under
this Agreement, the Purchase Agreement Assignment, the
Lease, the Consent or the Tax Agreement.

(xi)  Prior to the delivery of any unit of Equipment
pursuant to the Lease, the Lease (other than the Lease
Amendment) was duly filed with the Interstate Commerce
Commission pursuant to 49 U.S.C §11303 and prior to the
Closing Date, this Agreement, the Security Agreement, the
Lease Amendment, the Lease Assignment (including the Consent),
and all assignments thereof will be duly filed with the
Interstate Commerce Commission pursuant to 49 U.S.C. §11303
and, within 21 days from the execution thereof, the Lease
and the Lease Assignment were deposited with the Registrar
General of Canada (and provision made for publication of
notice of such deposit in The Canada Gazette) pursuant to
Section 86 of the Railway Act of Canada, and such £filing
with the Interstate Commerce Commission will protect the
Lender's rights therein and in the Equipment and the Owner's
rights in and to the Lease and the Egquipment, and such
deposit with the Registrar General of Canada pursuant to
Section 86 of the Railway Act of Canada will protect the
Owner's rights in and to the Lease and the Equipment and no
other filing, recording or deposit (or giving of notice)
with any other Federal, state or local government or agency
thereof is necessary in order to protect the rights of the
Lender or the Owner under the Security Agreement or the
Lease in and to the Equipment in any state of the United
States or the District of Columbia.

(xii) No mortgage, deed of trust or other lien of
any nature whatsoever which now covers or affects, or which
may cover or affect, any property or interest therein of the
Lessee, now attaches or hereafter will attach to the Equip-
ment or in any manner affects or will affect adversely the
Owner's or the Lender's right or interest therein.

3. The Lender represents that it is acquiring the Note
for its own account, or for the account of one or more
pension or trust funds or other institutional accounts, for
investment and not with a view to, or for sale in connection
with, the distribution of the same, nor with any present
intention of distributing or selling the same, but subject,
nevertheless, to any requirement of law that the disposition
of its property shall at all times be within its control.




The Lender understands that the Note has not been regis-
tered under the Securities Act of 1933 because the transaction
evidenced by this Agreement is exempt from the registration
requirements of such Act, and that the Note must be held
indefinitely unless a subsequent disposition thereof is regis-—
tered under such Act or is exempt from registration.

4. The obligation of the Lender to make payments as
herein provided shall be subject toits receipt on the Closinhg Date
of the following documents:

(2) An opinion of Messrs.S3aul, Ewing, Remick & Saul,
special counsel for the Lender, dated the Closing Date and
addressed to the Lender, to the effect that:

(i) this Agreement, assuming due authoriza-
tion, execution and delivery thereof by the
Lendexr, has been duly authorized, executed and
delivered and constitutes a legal and valid instru-
ment, binding on the parties thereto and enforceable
in accordance with its terms;

(ii) the Purchase Agreement Assignment, the
Security Agreement, the Lease, the Lease Assignment,
and the Consent have each been duly authorized,
executed and delivered and each constitutes a legal
and valid instrument, binding on the parties thereto
and enforceable in accordance with its terms;

(iii) the Lender is vested with a valid security
interest in the Equipment and the Lease pursuant to
and in accordance with the Security Agreement and the
Lease Assignment;

(iv) this Agreement, the Security Agreement, the
‘'Lease and the Lease Assignment (including the Consent)
have each been duly filed and recorded with the Inter-
state Commerce Commission in accordance with the reqguire-
ments of the Interstate Commerce Commission Act;
the Security Agreement, as so filed, creates a valid -
perfected first lien on and security interest in the
Equipment; and no other filing or recordation is necessary
for the protection of the rightsof the Lender in the



Equipment in the United States of America, any State thereof
or the DlStrlCt of Columbiea;

(v) the Note, upon due execution and dellvery
thereof by the Owner and receipt from the Lender of funds
in the same amount as the aggregate principal amount
thereof, will constitute the legal, valid and binding
obligation of the Owner, enforceable in accordance with
its terms;

{vi) no authorization or approval from any
governmental or public body or authority of the United
States of Amerlca, or of any of the States thereof or the
District of Columbia is, to the knowledge of said counsel,
necessary for the execution, delivery and performance of .
this Agreement, the Purchase Agreement Assignment, the
Security Agreement, the Lease, the Lease Assignment or
the Consent;

(vii) under the circumstances contemplated
by this Agreement it is not necessary to register the Note
or the Security Agreement under the Securities Act of 1933,
as in effeck on the date of such opinion, or to qualify
the Security Agreement or any other instrument. or agreement
contemplated hereby or thereby under the Trust Indenture
Act of 1939, as in effect on the date of such opinion;

(viii) the legal opinions referred to in
subparagraphs (b) and (c) of this Paragraph 4 are '
satisfactory in form and substance to said special counsel,
and the Lender is justlfled in relying thereon; and .

(ix) as to such other matters incident to
the transactions contemplated by this Agreement as the

Lender may reasonably request.

(b) An opinion of counsel for the Owner, dated the
ClOSlng Date and addressed to the Lender, to the effect set
forth in clauses (i), (ii), (v), (vi) and (vii) of subpara-
graph (a) of this Paragraph 4, insofar as such matters relate
to the Owner, and to the further effect that:

(i) the Owner is a corporation duly organized,
validly existing and in good standing under the laws of the
Commonwealth of Pennsylvania with full power, authority



and legal right to own its orooertles and to conduct its
businesses as now conducted and to execute, deliver and
perform this Agreement, the Purchase Agreement A331gnment,
the Lease, the Security Agreement, the Lease Assignment
and the Note; and the Owner has taken all necessary
corporate action to authorize the execution, delivery and
verformance of. this Agreement, the Purchase Agreement
Assignment, the Lease, the Security Agreement, the Lease
Assignment and the Note;

(ii) neither the execution and delivery
of thls Agreement, the Purchase Agreement Assignment, the
Security Agreement, the Lease Assxgnnent or the Note, nor
the consummation of the transactions herain and therein
contemplated, nor the fulfillment of, or compliance with,
the terms and provisions hereof and thereof by the Owner,
will conflict with, or result in a breach of, any of the
terms, conditions or provisions of the Certificate of
Incorporation or By—-Laws of the Owner or, to the best of
the knowledge of said counsel, of any bond, debenture,
note, mortgage, indenture, contract or other agreement
or instrument to which the Owner is a party or by which .
it or its property may be bound; ‘

(lll) no mortgage or deed of trust to )
which the Owner is a party or by which it is bound or, to
the knowledge of such counsel, other lien, charge or
encumbrance, in all cases which are now in existence and
which presently affects, or which may hereafter affect,
any property of the Owner, now attaches, or hereafter.will
attach, to the Equipment, or in any manner affects or will

affect adversely the rlght, title and interest of the Lender
therein;

(iv) to the knowledge of counsel, there
are no actions, suits or proceedings pending or threatened
in any court or before any administrative body against
or affecting the Owner or any of its properties whlch could
have a materially adverse affect on the ability of the
Owner to fulfill its obligations under this Agreement,
the Purchase Agreement Assignment, the Lease, the Security
Agreement, the Lease Assignment or the Note;

(v) no authorization or apvroval frecm any
governmental or public body or authority of the United
States of America other than filing and recordation with
the Interstate Commerce Commission, or of any of the States



thereof or the District of Columbia is, to the knowledge

of such counsel, necessary for the execution, delivery

and performance by the Owner of this Agreement, the Purchase
Agreement Assignment, the Lease, the Security Agreement,

‘the Lease Assignment or the Note; and

(vi) as to such other matters incident to
the transactions contemplated by this Agreement as the

Lender may reasonably request.

(c) An opinion of Messrs. Wyche, Burgess, Freeman
& Parham, counsel for the Lessee, dated the Closing Date and
addressed to the Lender and the Owner, to the effect set forth
in clauses (i), (ii) and (iv) of subparagraph (a) of this
Paragraph 4, insofar as such matters relate to the Lessee, and
to the further effect that:

: (i) the Lessee is a corporation duly
incorporated, validly existing and in good standing under
the laws of the State of South Carolina and is duly
gualified to do business and is in good standing in such
other jurisdictions in which the business and activities
of the Lessee require such gualification; or if not so
quallfled its failure so to qualify in any other
jurisdiction will not have a materially adverse effect

on this Agreement, the Purchase Agreement Assignment, the
Tax Agreement, the Lease or the Consent.

(ii) the Lessee has full corporate power,
authority and legal right to carry on its principal business
as now conducted and to perform its obllgatlons under this
Agreement, the Purchase Agreement Assignment, the Tax
Agreement, the Lease and the Consent.

(iii) the Tax Agreement has been duly
authorized, executed and delivered and constitutes a legal
and valid instrument, binding on the Lessee and enforceable
in accordance with its terms.

(iv) neither the execution and delivery
of this Agreement, the Purchase Agreement Assignment, the
Tax Agreement, the Lease or the Consent nor the consummation
of the transactions herein and therein contemplated or
the fulfillment of, or compliance with, the terms and
provisions hereof and thereof will conflict with, or result
in a breach of, any of the terms, conditions or provisions
of the articles of incorporation {(as amended) or the bv-
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laws (as amended) of the Lessee, or of any bond, debenture,
note, mortgage, indenture, agreement or other instrument

to which the Lessee is now a party or by which it or its
property may be bound, or, to the knowledge of such counsel,
constitute (with the giving of notice or the passage of

time or both) a default thereunder.

_ (v) neither the execution and delivery by
the Lessee of this Agreement, the Purchase Agreement
Assignment, the Tax Agreement, the Lease or the Consent
nor the consummation of the transactions herein and therein
contemplated nor the fulfillment of, or compliance with,
the terms and provisions hereof and thereof will conflict
with, or result in a breach of, any of the terms, conditions
or provisions of any law, or any regulation, order,
injunction or decree of any court or governmental
instrumentality.

(vi) except for the respective interests
of the Owner or the Lender in the Egquipment under the Lease,
the Lease Assignment and the Security Agreement, to the
knowledge of such counsel, no mortgage, deed of trust or
other lien of any nature whatsoever, now in existence and
which now covers or affects any property or interest therein
of the Lessee, now attaches, or hereafter will attach,
to the Equipment, or in any manner affects or will affect
adversely the right, title and interest of the Owner or
the Lender therein.

(vii) to the knowledge of such counsel,
there are no actions, suits or proceedings pending or
threatened against or affecting the Lessee, or any of its
property rights, at law or in equity, or before any
commission or other administrative agency, which could
materially and adversely affect the condition, financial
or otherwise of the Lessee, or its ability to perform its
obligations under this Agreement, the Purchase Agreement
Assignment, the Tax Agreement, the Lease or the Consent,
and the Lessee is not in default with respect to any order
or decree of any court or governmental commission, agency
or instrumentality of which such counsel has knowledge.

(viii) no authorization or aporoval from
any governmental or public body or authority of the United
States of America, or of any of the States thereof or the
District of Columbia, is to the knowledge of said counsel,
necessary for the execution, delivery and performance of

-11-



this Agreement, the Purchase Agreement Assignment, the
Tax Agreement, the Lease, the Lease Assignment or the
Consent. Without limiting the generality of the fore-
going, no authorization or approval from, or filing or
registration with, the Interstate Commerce Commission
is required in connection with the execution, delivery
and performance by the Lessee of the Tax Agreement.

(ix) the Equipment will be used in interstate
commerce and ownership thereof does not subject the
Oowner or the Lender either to the provisions of the
Interstate Commerce Act or the authority of the Inter-
state Commerce Commission; and

(x) the Lease and the Lease Assignment have
been deposited with the Registrar General of Canada
(and provision made for publication of notice of such
deposit in The Canada Gazette) pursuant to Section 86
of the Railway Act of Canada.

(xi) as to such other matters incident to
the transactions contemplated by this Agreement as the
Lender may reasonably request.

(d) A certificate of an officer of the Lessee, dated
the Closing Date and reciting that the Lender and the Owner may
rely thereon, to the effect (i) that the Lessee is not in default
under, and to the knowledge of the Lessee there is no event which,
with the passage of time or the giving of notice, would place the
Lessee in default under this Agreement, the Purchase Agreement
Assignment, the Lease or the Consent, (ii) that the representations
and warranties of the Lessee contained in Paragraph 2 hereof and
in the Lease are true and correct as of the date of such certifi-
cate with the same effect as if made on such date, (iii) that each
Unit of the Equipment has been permanently and conspicuously marked
on each side, in letters not less than one-half inch in height,
with the words "Title to this car is subject to documents recorded
with the Interstate Commerce Commission", or with words of similar
~import, and (iv) that no accumulated funding deficiency with
the meaning of the Employee Retirement Income Security Act of
1974, as amended, and the regulations thereunder, exists with
respect to any defined benefit pension plan which is qualified
within the meaning of Section 401 (a) of the Internal Revenue Code
of 1954, as amended, and which is sponsored by the Lessee; no
Reportable Event (as defined in said Act) has occurred with
respect to any such plan; and the Pension Benefit Guaranty Cor-
poration, established under said Act, has not asserted that the
Lessee has incurred any liability in connection with any such plan.

(e) Counterpart No. 1 of the Lease (delivered to the

Lender only); i.e., the counterpart thereof designated as "chattel
paper" under the Uniform Commercial Code.

~-12-



(f) A certificate of an officer of the Owner,
dated the Closing Date and reciting that the Lender may rely
thereon, confirming as of said date the reoresentations and
warranties of the Owner set forth in Paragraph 2(a) hereof and
in the Security Agreement and further certifying that the Owner
has paid the Purchase Price of the Eguipment to the Builder.

(g) One or more bills of sale (collectively, the
"Bill of Sale") from the Builder to the Owner evidencing the
transfer to the Owner of title to the Equipment and warrant-
ing to the Owner that at the time of delivery to the Owner
under the Purchase Agreement the Builder had legal title to
such Equipment and good and lawful right to sell such Equip-
ment and that title to such Equipment was free of all claims,
liens and encumbrances of any nature except only the rights of
the Lessee under the Lease..

(h) Duplicate invoices or invoices for the Egquipment
accompanied by or having endorsed thereon a certification by
the Lessee as to the correctness of the prices stated therein.

(i) A certificate of Inspection and Acceptance of the
Lessee, dated the date on which the Equipment is delivered and
accepted and in form and substance satisfactory to the Lender
and its special counsel, certifying that the Equipment has been
inspected and accepted in accordance with Section 3 of the Purchase
Agreement and Section 2 of the Lease.

(3) An opinion of Rogers and Wells,
counsel for the Builder, to the effect that (i) the Purchase
Agreement and the Bill of Sale have been duly authorized,
executed and delivered by the Builder and, assuming due
authorization, execution and delivery by the other parties
thereto, are valid and binding instruments enforceable agdinst
the Builder in accordance with their respective terms, and (ii)
the Bill of Sale is effective to transfer title to the Equip-
ment to the Owner free and clear of any liens, claims, security
interests or other encumbrances arising from or through the
Builder.

(k) A Certificate of Insurance, satisfactory in
form and substance to the Lender and its special counsel,
conforming to the requirements of Section 7 of the Lease
(including identification of the Lender as an additional
loss payee), or other documentation, satisfactory to said
parties, evidencing compliance with such requirements.

~13~-



In rendering the opinions specified in subparagraphs

(a), (b), (c) and (j) of this Paragraph 4, counsel may
qualify its opinion to the effect that any agreement is a
legal, valid and binding instrument enforceable in accord-
ance with its terms by a general reference to limitations as
to enforceability imposed by bankruptcy, insolvency, reorgani-
ization, moratorium or other laws or equitable principles
affecting the enforcement of creditors' rights; that no opin-
ion is rendered as to the specific remedy that any court,
other governmental agency or body or arbitrator may grant,
impose or render; and that the parties to any agreement or
instrument not represented by such counsel have duly author-
ized, executed and delivered such agreement or instrument. In
giving the opinions specified in subparagraphs (a) and (c¢) of
this Paragraph 4, counsel may rely, as to title to the Equipment
on the Closing Date, on the representations of the Owner as.set
forth in Paragraph A.2. of the Security Agreement, on the repre-
sentations of the Builder in the Bill of Sale and on the opinion
of Builder's counsel. In giving the opinion specified in subpar-
agraph (a) of this Paragraph 4, counsel may rely, (i) as to the
filing (and the effectiveness thereof) of the Lease with the Inter-
state Commerce Commission, on the opinion of counsel for the Lessee,
(ii) as to matters relating to the Owner, the Lessee and the
Builder, on the opinions of counsel referred to in subparagraphs
(b), (c) and (j) of this Paragraph 4, and (iii) as to any matter
governed by the law of any jurisdiction other than the Commonwealth
of Pennsylvania or the United States, on the opinion of counsel for
the Lessee as to such matter. ,

5. The obligations of the Owner to purchase and lease the

Equipment to the Lessee is subject: (a) to the receipt by Owner
of an opinion of counsel for the Lessee dated the date on which

the Equipment is delivered and accepted (the "Acceptance Date")
" and addressed to the Owner to the same effect as the opinion
required under Section 4 (c) hereof insofar as it relates to
the Lease, the Tax Agreement, the Purchase Agreement Assignment
and this Agreement; (b) to the receipt by Owner of a Certificate
of Lessee dated the Acceptance Date and addressed to the Owner,
to the effect set forth in Section 4(d) hereof; to the receipt
by Owner of the documents set forth in Sections 4(h), 4(i) and 4(j);
and the Lessee having entered into the Tax Agreement.

6. The Lessee shall, when due and payable, remit all
rentals and other money payable pursuant to the provisions
of the Lease to the Lender pursuant to the Lease Assignment,
by bank wire of immediately available funds in accordance
with the instructions set forth in Schedule II hereof.

7. The Lender will accept payments made to it by or for
the account of the Owner pursuant to the Lease and the Lease
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Assignment and on account of the principal of and interest on the
1ndebtedness evidenced by the Note and will apply such payments

n accordance with the provisions of the Security Agreement.

8. Lessee represents and warrants to the Owner that
all conditions required to be satisfied by lLessee or Lessee's
counsel under Section 4 hereof as a condition precedent to
Lender's disbursement of funds to Owner will be satisfied on
or before the Closing Date.

9. The Lessee will deliver to the Lender, without further
request on such Lender's part, all of the reports and other in-
formation described in Section 8 and in Exhibit A of the Lease,
such delivery to occur at the times prescribed therefor by said
Section and Exhibit.

10. All insurance policies required under Section 7 of the
Lease shall be endorsed so as to be payable to the Lender as its
interest may appear and shall be cancellable only upon written
notice to the Lender as provided in said Section.

11. The Lessee will make all necessary arrangements for,
and pay all expenses incidental to, the filing and recordation
of this Agreement, the Security Agreement, the Lease and the
Lease Assignment with the Interstate Commerce Commission and
any filings under the Uniform Commercial Code. The Lessee
agrees to pay the reasonable fees and disbursements of Messrs.
Saul, Ewing, Remick & Saul as special counsel for the Lender.

12. In the event that either the Owner or the Lessee shall
have knowledge of an Event of Default under the Lease or under
the Security Agreement (as defined in the Security Agreement) or
other event which, with lapse of time or the giving of notice
or both as provided in the Lease or in the Security Agreement,
could constitute such an Event of Default, whether or not such
party itself may be in default thereunder, such party shall
give prompt telephonic notice (confirmed in writing) thereof
to the Lender.

13. NRUC and Pickens Railroad Company are each jointly and
severally liable hereunder to the same extent and purposes as
if each were the sole Lessee, and any Event of Default (as defined
in the Lease) or other event which, with the giving of notice or
the passage of time or both, would constitute such an Event of
Default will not excuse or constitute a defense to the perform-
ance by the other of the obligations of the Lessee under the
Lease or hereunder. '

14. This Agreement having been executed in the Commonwealth
of Pennsylvania by at least one of the parties hereto, and having
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been delivered in said Commonwealth, all of the terms hereof, and all

rights and obligations of the parties hereto hereunder shall be
governed by the laws of said Commonwealth. Such terms, rights
and obligations may not be changed orally, but may be changed
only by an agreement in writing signed by the party against
whom enforcement of such change is sought.

15. This Agreement may be executed in any number of counter-
parts, all of which together shall constitute a single instru-
ment. This Agreement shall become effective among the Lessee,
the Owner and the Lender immediately upon execution hereof by
all of said parties.

IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be executed by their respective officers thereunto
duly authorized, all as of the date first above written.

ILWAY UTILIZATION
CO PORATIO

(COKPORATE SEAL) NATIONAL

Attest:

L I e I Vlce Pfe31dent
.. 7 Secretary

(CORPORATE SEAL)

Attest:

BE £ ) Vice Pre51dent ~

/7 . // / o '//‘, ’:/ S e

-7 Secretary

e
(CORPORATE SEAL) LEASE FINANCING CORPORATION

Attest:

|

(CORPORATE SEAL)

Secretary

Attest:

S e LT A0S

/% /?i;;gLa TiEféi%zzan~4éévz?/ (S ecer



STATE OF PENNSYLVANIA

ss:
COUNTY OF DELAWARE

On this 25ﬂ1_ day of July , 1979, before
me personally appeared Richard E. Caruso » to me personally

known, who, being by me duly sworn, savs that he is Sr.Vice President
of LEASE FINANCING CORPORATION, that one of the seals affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument

was the free act and deed of said corporation and of said
partnership.

| ( , Y,
[Notarial Seall 7%é2@%ék¢;/{{i;2§;;¢7¢22///

N?;%ry Publdic

NIV L sprs i
T L SF E ‘KER, Notary Public -
Rt Twp, Deloware Co,
Bay Qo i i Gy 1 g

My Commission expires:

COMMONWEALTH OF PENNSYLVANIA

COUNTY OF %&/

on this 4K 4 %'éféﬁw , 1979, before
me personally appeared ,%y » to, me, pers 11y
know, who, being by me duly sworn, says that he is m%‘
of GIRARD BANK, that one of the seals affixéd to tpe fdre-
going instrument is the corporate seal of said corporation, that
said instrument was signed and sealed on behalf of said corporation
by authority of its Board of Directors and he acknowledged that

the execution of the foregoing instrument was the free act and
deed of said corporation.

(Notarial Seal) %L,é/ W :

Notary Pub%c

SS:

e 09 a0

My Commission Expires: ALICERUTHYELLOCK, NOTARY PUBLIL
PHILADELPHIA, PHILADELPHIA COUNTY, PA
My Commission Expires November 26, 1979
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SCHEDULE I
EQUIPMENT

Quantity and Type: Twenty-five - - 50" - 6"; 70-ton
general purpose boxcars, Type XM

Lessee's Identifying Numbers:
NSL 150825 through NSL 150849
Aggregate Purchase Price:

$993,200 -
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SCHEDULE II

Girard Bank

Mailing address and address
for manual delivery of documents:

Girard Bank .

One Girard Plaza

Philadelphia, Pa. 19101
Attention: Commercial Loan Dept.

Address for delivery of funds:

Wire transfer in immediately available funds
(with sufficient information to identify source
and application of funds) to:

Bank: Girard Bank
Address: One Girard Plaza
Philadelphia, Pa. 19101°

For Credit .
of: National Railway Utilization Corp. - LFC

Notify: D. Chekemian
Commercial Loan Department
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EXHIBIT A

PURCHASE AGREEMENT ASSIGNMENT

This Purchase Agreement Assigrment between NATIONAL RAIIWAY UTILIZA-
TION CORPORATION, a South Carolina corporation (the "Assignor”) and
IFASE FINANCING CORPORATION, a Pennsylvania corporation (the "Assignee").

WITNESSETH:

WHEREAS, the Assignor has entered into a Purchase Agreerment dated the
date hereof between Assignor and Whittaker Corporation (Berwick Forge & Fab—
ricating Division) (the "Manufacturer") setting forth the terms and conditions
under which the Manufacturer has agreed to manufacture and sell and the
Assignor has agreed to purchase 25 units of railroad equipment (each unit
being herein called the "Unit" and the aggregate of the units being herein
called “Equipment"); and

WHEREAS, in order to finance a portion of the Equipment, the Assignee
will assign its rights hereunder to Girard Bank ("ILender") as
security for a loan made by Lender to Assignee; and

WHEREAS, the Assignee wishes to acquire the Equipment and the
Assignor is willing to assign to the Assignee, on the terms and condi-
tions hereinafter set forth, all of the Assignor's rights and interests
under the Purchase Agreement, and the Assignee is willing to accept such
assignment, as hereinafter set forth;

NOW, THEREFORE, in consideration of the mutual covenants herein
contained, the parties hereto, intending to be legally bound hereby,
agree as follows:

1. The Assignor has sold, assigned, transferred and set over, and
does hereby sell, assign, transfer and set over unto the Assignee, its
successors and assigns, all of the Assignor's rights and interests in
and to the Purchase Agreement, including, without limitation in such
assignment, (a) the right upon valid tender by the Manufacturer to
purchase the Equipment pursuant to the Purchase Agreement and the right
to take title to the Equipment and to be named the purchaser in the Bill
of Sale to be delivered by the Manufacturer pursuant to the Purchase
Agreement, (b) all claims for damages in respect of the Equipment arising
as a result of any default by the Manufacturer under the Purchase Agree-

“ment, including, without limitation, all warranty and indemnity provisions
contained in the Purchase Agreement, and all claims arising thereunder,
and (c) any and all rights of the Assignor to campel performance of the
terms of the Purchase Agreement. The Assignee hereby accepts such
assigrment.

Notwithstanding the foregoing, so long, and only so long as the
Assignee shall not have notified the Manufacturer in writing that an
Event of Default, as defined in Section 10 (said term being used hereinafter
with the same meaning) of the Lease of Railroad Equipment dated the date
hereof between the Assignee as lessor and the Assignor as lessee providing
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for the lease of the Equipment (herein called the "Lease Agreement™),
has occurred and is continuing, the Assignee authorizes the Assignor, to
the exclusion of the Assignee, to exercise in its own name all rights
and powers of the buyer under the Purchase Agreement and to retain any
recovery or benefit resulting from the enforcement of any warranty or
indemnity under the Purchase Agreement, except that the Assignor may not
exercise any of the rights assigned hereunder referred to in clause (a)
of the preceding paragraph unless prior to the exercise thereof by the
Assignee the Assignee shall have delivered a notice to the Manufacturer
that the Assignee shall have released such rights, and the Assignor may
not enter into any amendment or modification to the Purchase Agreement
without the written consent or countersignature of the Assignee.

2. - It is expressly agreed that, anything herein contained to the
contrary notwithstanding: '

(a) the Assignor shall, at all times, remain liable to the
Manufacturer under the Purchase Agreement to perform all
the duties and obligations of the buyer thereunder to the
same extent as if this Agreement had not been executed;

(b) the exercise by the Assignee or Lender of any of the
rights assigned hereunder shall not release the Assignor
from any of its duties or obligations to the Manufacturer
under the Purchase Agreement except to the extent that
such exercise by the Assignee or ILender shall constitute
performance of such duties and obligations;

(c) none of the Assignee or Lender shall have any obligation
or liability under the Purchase Agreement by reason of,
or arising out of, this Agreement or be obligated to
perform any of the obligations or duties of the Assignor
under the Purchase Agreement, or to make any payment
(other than to pay the purchase price for the Equipment
to the extent and upon the terms and conditions as set
forth herein and in a certain Participation Agreement °
among Assignor, Assignee and Lender dated the date hereof),
or to make any inquiry of the sufficiency of any payment
received by any of them or to present or file any claim
or take any other action to collect or enforce any claim
for any payment assigned hereunder.

" Nothing herein contained shall subject the Manufacturer to any
liability to which it would not otherwise be subject under the Purchase
Agreement or modify in any respect the Manufacturer's contract rights
thereunder, except that the Manufacturer shall deliver the Bill of Sale
provided for in the Purchase Agreement to the Assignee in respect of all
of the Equipment on the date hereof.

3. The Assignee agrees, subject to receipt of funds for such
purchase from the Lender to purchase the Equipment from the Manufacturer
and to pay to the Manufacturer the Purchase Price thereof (as defined in
the Purchase Agreement).
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4. The Assignor agrees at any time and from time to time, upon the
written request of the Assignee or lender, the Assignor will promptly
and duly execute and deliver any and all such further instruments and
documents and take such further action as the Assignee may reasonably
request in order to obtain the full benefits of this Agreement and of
the rights and powers herein granted.

5. The Assignor does hereby represent and warrant that the Purchase
Agreement is in full force and effect and is enforceable in accordance
with its terms, and the Assignor is not in default thereunder and has no
knowledge of any default by the Manufacturer thereunder. The Assignor
does hereby further represent and warrant that the Assignor has not
assigned or pledged, so long as this Agreement shall remain in effect,
the whole or any part of the rights hereby assigned, to anyone other
than the Assignee.

6. Unless an Event of Default has occurred and is continuing, the
Assignee agrees that it will not enter into any agreement with the Manu-~
facturer that would amend, modify, rescind, cancel or terminate the
Purchase Agreement without the prior written consent of the Assignor.

7. This Agreement is executed by the Assignor and the Assignee
concurrently with the execution and delivery of the aforementioned Iease
of Railroad Equipment whereby the Assignor has retained the right to use
the Equipment under a long-term lease from the Assignee for the term set
forth in the aforementioned Iease of Railroad Equipment, commencing
similtaneously with the delivery of the Equipment by the Manufacturer to
the Assignee and its inspection and acceptance of the Purchase Agreement
as assigned by this Agreement.

IN WITNESS WHEREOF, the parties hereto have caused this Agreement
to be duly executed as of June 29, 1979.

NATIONAL RATIWAY UTILIZATION CORPORATION LEASE FINANCING CORPORATTION

By By

Title ' Title President




EXHIBIT B

The within Lease and all lease rentals and certain other payments derived
therefrom are subject to a security interest in favor of an agent for a certain
lender under a certain Security Agreement dated as of the date hereof. This
Lease s been executed in eight counterparts of which this is Counterpart

No. . To the extent that this Lease constitutes “chattel paper™ or other
collateral within the meaning of the Uniform Commercial Code in effect in any
jurisdiction, only the counterpart stamped or marked Counterpart Number 1*
shall constitute such chattel paper or other collateral.

COUNTERPART NoO. Y~

LEASE OF RAILROAD EQUIPMENT
Dated as of June 29, 1979

between

LEASE FINANCING CORPORATION
as Lessor,

and

PICKENS RAILKOAD COMPANY
and -
NATIONAL RAILWAY UTILIZATION CORPORATION, L.
as Lessee )

LEASE NO. Y179-1290.4

Filed and recorded with the Interstate Commerce Commission pursuant to 49 U.S.C.
§ 11303 on s» 1979, recordation number » and deposited

in the Office of the Registrar General of Canada pursuant to Section 86 of
the Railway Act of Canada on June » 1979.
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LEASE OF RATILROAD EQUIPMENT
dated as of June 29, 1979, between
LEASE FINANCING CORPORATION (the "lessor")
and
PICKENS RAILROAD COMPANY, a South Carolina corporation,
and
NATIONAL RATLWAY UTILIZATION CORPORATION, a South Carolina corporation,
(collectively, the "Lessee")

WHEREAS, National Railway Utilization Corporation ("NRUC") is a
party to a certain Purchase Agreement dated as of the date hereof (the
"Purchase Agreement") with Whittaker Corporation (Berwick Forge & Fabri-
cating Division) (the "Builder") wherein the Builder has agreed to
manufacture, sell and deliver the units of railroad equipment described
in Schedule 1 hereto (the "Equipment"); and

WHEREAS, NRUC has assigned its right to purchase the Equipment to
Iessor pursuant to a certain Purchase Agreement Assignment (the "Purchase
Agreement Assignment") dated as of the date hereof; and

WHEREAS, the Lessor is financing its acquisition of the Equipment
with Girard Trust Bank (the "Lender") pursuant to a certain Participa-
tion Agreement dated as of the date hereof (the "Participation Agreement");
and : _

WHEREAS, the non-recourse promissory note to be issued by lessor in
connection with the financing of its acquisition of the Equipment
evidencing the amount of such financing (said non-recourse promissory
note being herein called the "Note" and the amount due under the Note
being herein called the "Note Indebtedness"), will be secured by the
Equipment and this ILease pursuant to a Security Agreement and an assign-
ment of the Lease (the "Lease Assignment”) (the Security Agreement and
the Iease Assignment being herein called, collectively, the "Security
Documents"), Lessee agreed to enter into a certain Consent and Agreement
(the "Consent and Agreement") pursuant to which Lessee consents to such
assignment and makes certain agreements in connection therewith; and

WHEREAS, the Iessee desires to lease from lessor and ILessor desires
to lease to Iessee such number of units of the Equipment as are delivered
and accepted under this Iease (the "Units") at the rentals and for the
terms and upon the conditions hereinafter provided;

NOW, THEREFORE, in consideration of the premises and of the rentals
to be paid and the covenants hereinafter mentioned to be kept and per-
formed by the Iessee, the ILessor hereby leases the Units to the Lessee
upon the following terms and conditions:
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§ 1. Net Iease. This lease is a net lease; the Iessee's obliga-
tions hereunder shall be absolute and unconditional, and, except as
herein specifically provided in Section 7, the Lessee shall not be
entitled to any abatement of rent, reduction thereof or setoff against
rent, including, but not limited to, abatements, reductions or setoffs
due or alleged to be due by reason of any past, present or future claims
‘of the lessee against the Lessor under this Lease or under the Security
Documents, or against the Builder, the lLender or any financial institu-
tion providing funds to the Lessor for the purpose of financing or
refinancing the Units or otherwise; nor, except as otherwise expressly
provided herein, shall this Lease terminate, or the respective obliga-
tions of the lessor or the lessee be otherwise affected, by reason of
any defect in or damage to or loss of possession or loss of use or
destruction of all or any of the Units from whatsoever cause, any liens, -
encunbrances or rights of others with respect to any of the Units, any
prohibition or restriction against the lLessee's use of all or any of the
Units, the interference with such use by any person or entity, the
invalidity or unenforceability or lack of due authorization of this
Iease, any insolvency of or any bankruptcy, reorganization or similar
proceeding against the Iessee, or for any other cause whether similar or
dissimilar to the foregoing, any present or future law to the contrary
notwithstanding, it being the intention of the parties hereto that the
rents and other amounts payable by the lessee hereunder shall continue
to be payable in all events in the manner and at the times herein pro-—
vided unless the obligation to pay the same shall be terminated pursuant
to the express provisions of this Iease. To the extent permitted by
applicable law, the Iessee hereby waives any and all rights which it may
now have or which at any time hereafter may be conferred upon it, by
statute or otherwise, to terminate, cancel, quit or surrender the Iease
ar any of the Units except in accordance with the express terms hereof.
Each rental or other payment made by the ILessee hereunder shall be
final, and the Lessee shall not seek to recover all or any part of such
payment from the lessor or the Lender for any reason whatsoever.

§ 2. Delivery and Acceptance. The lessor hereby appoints the-.
Iessee its agent for inspection and acceptance of the Units pursuant to
the Purchase Agreement, such appointment, however, to be subject to
revocation and substitution by the Lessor by written notice delivered to
the Builder and the lessee. The Lessor will cause the Units to be
delivered to the Iessee at the point within the United States of America
at which the Units are delivered to the Iessor under the Purchase Agree-—
ment. Upon such delivery, the Lessee will cause an employee of the
Iessee to inspect each Unit, and, if such Unit is found to be acceptable,
shall accept delivery of such Unit and the Lessee shall execute and
deliver to the Lessor a certificate of inspection and acceptance (the
"Certificate of Inspection and Acceptance") in accordance with the
provisions of Section 3 of the Purchase Agreenment, stating that such
Unit has been inspected and accepted on behalf of the Lessee and the
Iessor on the date of such Certificate of Inspection and Acceptance and
is marked in accordance with § 5 hereof, whereupon, subject to satisfac—
tion of the conditions contained in Section 4 of the Participation Agree-
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ment to be satisfied on the Acceptance Date (as hereinafter defined),
such Unit shall be deemed to have been delivered to and accepted by the
Iessee and shall be subject thereafter to all the terms and conditions

of this Iease. The date on which such inspection and acceptance occurs
is hereinafter called the "Acceptance Date".

§ 3.1. Basic Rent. The lessee agrees to pay to the Iessor as
rental for each Unit subject to this Iease one interim payment and 40
consecutive quarterly payments payable in arrears. The interim payment
for each such Unit is payable on August 1, 1979, and shall be in an
amount equal to the product of the Purchase Price (as defined in the
Purchase Agreement) for such Unit multiplied by .037761% for each day -
elapsed from and including the Acceptance Date for such Unit to, but not
including, August 1, 1979. The 60 quarterly payments are payable on
Noverber 1, February 1, May 1 and August 1 in each year,- commencing
November 1, 1979, to and including October 1, 1989. Each such quarterly
payment shall be in an amount equal to 3.3985% of the Purchase Price of
- each such Unit then subject to this Lease. The interim payment and the
quarterly payments hereinbefore described are hereinafter referred to as
the "Basic Rent"”. The date on which each payment of Basic Rent is due
as aforesaid is herein referred to as the "Due Date".

§ 3.2. Rent Payments. If any rental payment date referred to
above is not a business day, the rental otherwise payable on such date
shall be payable on the next business day. The term "business day”, as
used herein, means a calendar day, excluding Saturdays, Sundays and any
other day on which banking institutions in Philadelphia, Pennsylvania
are authorized or obligated to remain closed. The Iessor irrevocably
instructs the Lessee to make all the payments provided for in this lease
(including, but not limited to, the payments provided for in this § 3
and in § 7 hereof), at the principal office of the lender, for the
account of the lessor in care of the Iender, with instructions to the
Iender to apply such payments in accordance with the provisions of the
Security Agreement and to pay any balance immediately by wire transfer
to the Lessor at such place as the ILessor shall specify in writing. The
lessee agrees to make each payment provided for herein as contemplated
by this paragraph in Federal or other funds immediately available to the
. Iender by 11:00 a.m. in the city where such payment is to be made, on
. the date such payment is due.

§ 3.3. Rent Upon Default. After the occurrence of any event of
default under Section 10 hereof and so long as such event of default
shall continue and this Iease shall not have been terminated, in addi-
tion to the rental for each Unit payable pursuant to the preceding
subsection 3.1, the Iessee shall pay to the Lessor on each Due Date a
further rental per quarter-annual period for each Unit in an amount
equal to the excess, if any, of the aggregate of all amounts, including
mileage, receivable by the Iessee for each Unit from others in respect
of the cuarter-annual period preceding such due date over the total
rental payable for each Unit pursuant to sebsection 3.1 for such quarter.
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§ 4. Term of lease. The term of this lease as to each Unit shall
begin on the date of delivery and acceptance of such Unit hereunder,
and, subject to the provisions of §§ 7, 10 and 13 hereof, shall terminate
on October 1, 1989 , the date on which the final payment of rent in
respect thereof is due pursuant to § 3 hereof. The obligations of the
Iessee hereunder (including, but not limited to, the obligations under
§§ 6, 7, 9 and 14 hereof) shall survive the expiration of the term of
this Iease.

Notwithstanding anything to the contrary contained herein,
all rights and obligations of the ILessee under this Iease and in and to
the Units are subject to the rights of the lender under the Security
Docurents. If an event of default should occur under the Security
Documents, the lender may texrminate this lLease (or rescind its termin-
ation), all as provided therein; provided, however, that, so long as (i)
no Event of Default exists hereunder, (ii) the lessee is complying with
the provisions of the Consent and Agreement and (iii) the Iender is
entitled to apply the "income and proceeds from the Equipment” (as
defined in the Security Agreement) in accordance with the Security
DPocuments, this lLease may not be terminated and the lessee shall be
entitled to the rights of possession, use and assignment provided under
§ 12 hereof.

§ 5. Identification Marks. The lessee, at its own expense, will
cause each Unit to be kept numbered with the xoad number set forth in
Schedule 1 hereto, or in the case of any Unit not there listed, such
road number as shall be set forth in any amendment or supplement hereto
extending this Iease to cover such Unit and will keep and maintain,
plainly, distinctly, permanently and conspicuously marked on each side
of each Unit, in letters not less than one inch in height, the words:

"TITLE TO THIS CAR IS SUBJECT TO DOCUMENTS RECORDED WITH
THE INTERSTATE COMMERCE COMMISSION."

with approprlate changes thereof and additions thereto as from time to
time may be requ.lred by law in order to protect the lessor's title to
and interest in, and Iender's interest in, such Unit and the rights of
the lessor under this Iease and the rights of the Lender under the
Security Documents. The Lessee will not place or permit any such Unit
to be placed in operation or exercise any control or dominion over the
same until such words shall have been so marked and will replace promptly
any such markings which may be removed, defaced or destroyed. The _
Iessee will not change or permit to be changed the road nurber of any
Unit unless and until (i) a statement of new number or numbers to be
substituted therefor shall have been filed with the Iender and the
Iessor and duly filed, recorded and deposited by the Iessee in all
offices where the ILease and the Security Documents shall have been filed
and (ii) the lessee shall have furnished the Iender and the ILessor an
opinion of counsel to such effect and that no other filings are necessary
to protect Iessor's and Lender's rights in and to such Units in the
United States. The Units may be lettered with the names or initials or
other insignia customarily used by the Lessee or its affiliates.



Except as provided in the preceding paragraph, the lLessee
will not allow the name of any person, association or corporation to be
placed on any Unit as a designation that might be J.nterpreted as a clalm
of ownership.

§ 6. Taxes. All payments to be made by the ILessee hereunder will
be free of expense to the Lessor for collection or other charges and
will be free of expense to the Iessor with respect to the amount of any
local, state, Federal or foreign taxes (other than any United States
Federal income tax payable by the lessor in consequence of the receipt
of payments provided for herein and, to the extent that the Iessor
receives credit therefor against its United States Federal income tax
liability, any foreign income tax, and other than the aggregate of all
state or local taxes measured by net income based on such receipts and
value added taxes in lieu of such net income taxes up to the amount of
any such taxes which would be payable to the state and locality in which
the lessor has its principal place of business without apportionment to -
any other state and other than the amount of such excess state and local
taxes to the extent that they reduce any other taxes payable by the
Iessor and other than any state franchise tax which is not based on or
measured by net income, except any such tax which is in substitution for
or relieves the Iessee from the payment of taxes which it would other—
wise be obligated to pay or reimburse as herein provided) or license
fees, assessments, charges, fines or penalties (all such expenses,
taxes, license fees, assessments, charges, fines and penalties being
hereinafter called "impositions") hereafter levied or imposed upon or in
connection with or measured by this Iease or any sale, rental, use,
payment, shipment, delivery or transfer of title under the terms hereof
or the Security Documents, all of which impositions the Lessee assumes
and agrees to pay on demand in addition to the payments to be made by it
provided for herein. The Lessee will also pay promptly all impositions
which may be imposed upon any Unit or for the use or operation thereof

" or upon the earnings arising therefrom (except as provided above) or

upon the Lessor by reason of its ownership thereof and will keep at all
tines all and every part of such Unit free and clear of all impositions
(other than under the Security Agreement) which might in any way affect
the title of the Lessor or the interest of the Lessor or result in a
lien upon any such Unit; provided, however, that the Iessee shall be
under no obligation to pay any impositions of any kind so long as such
" imposition remains unpaid and the lessee is contesting in its own name
and in good faith and by appropriate legal or administrative proceedings
such impositions, or the lessor is required to contest such impositions
as provided in this § 6, and the nonpayment thereof does not, in the
reasonable opinion of the ILessor, adversely affect the title, property
or rights of the Lessor hereunder or the lessor or the ILender under the
Security Documents. The Lessee agrees to give the Lessor notice of such
contest brought in the Iessee's name within 30 days after institution
thereof and the lessor agrees to provide such information as may be
reasonably requested by the Lessee in furtherance of such contest. If
any impositions shall have been charged or levied against the Lessor
directly and paid by the Lessor, the Lessee shall pay the lessor on
presentation of an invoice therefor if the Lessor shall have been legally
liable with respect thereto (as evidenced by an opinion of counsel for
the lessor) or the lessee shall have approved the payment thereof, and
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the Iessor agrees to give the lessee written notice promptly after it

" first obtains knowledge of the making of such charge or levy, and agrees
to take such other action as may reasonably be requested by the Lessee
for the purpose of contesting payment or obtaining refund of all or a
portion of such mposutlon, as hereinafter prov1ded in this § 6.

Lessee agrees to and does hereby J_nderrmfy Iender with respect
to impositions to the same extent as lessor is indemnified under this
Section 6. Accordingly, the term "Lessor"”, as used in this Section 6,
shall be read as "ILessor and/or Iender" as is appropriate in the context
in which it is used.

In the event any returns, statements or reports with respect
to impositions involving any Unit are required to be made, the Lessee
will make such returns, statements and reports in such manner as to show
the interest of the lessor and the lLender in such Units, as shall be
satisfactory to them or, where not so permitted, will notify the lessor
and the Iender of such requirement and will prepare and deliver such
reports to them within a reasonable period of time prior to the time
such reports are to be filed in such manner as shall be satisfactory to
them; provided, however, that the Iessor shall, with respect to any
state of the United States of America or political subdivision thereof,
file required returns, statements and reports relating to sales or use
taxes, and taxes, fees, and charges on or measured by lessor's earnings
or gross receipts arising from the Units, or the value added by the
Iessor thereto as the Lessee shall determine are required to be filed,
and as shall be prepared by the Lessee, and the Iessor shall remit the
amount thereof upon payment by the Lessee to the Lessor (such payment to
be made forthwith upon demand by the Lessor therefor) of such taxes,
fees and charges except as provided above. All costs and expenses
(including legal and accounting fees) of preparing such returns or
reports shall be borne by the lessee. To the extent that the lessor has
information necessary to the preparation of such returns, statements and
reports, it will furnish such information to the Iessee.

In the event that, during the continuance of this Iease, the
Iessee becomes liable for the payment or reimbursement of any imposition,
pursuant to this § 6, such liability shall continue, notwithstanding the
expiration of this ILease, until all such mposn:lons are paid or rembu.rsed
by the lessee.

In the event the lessee may be prohibited by law or is impaired
from contesting in its own name any imposition covered by this § 6 in
respect of which the ILessee would otherwise be required to make payments
to the Lessor pursuant hereto, the Lessor shall, upon request and at the
expense of the Iessee, take all legal and other appropriate action
reasonably requested by the Lessee to contest such imposition. The
Iessor shall not be obligated to take any such action unless the lessee
shall first have indemnified the Lessor for all liabilities and expenses
which may be entailed therein. The Lessee shall indemnify and hold the
lessor harmless from and against any and all claims, costs, expanses,
damages, losses and liabilities incurred in connection therewith as a
result of, or incident to, any action taken by the Iessor or Lessee
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under this § 6. The Lessee shall be entitled to any refund received by
the Iessor or the Lessee in respect of any imposition paid by the lessee,

.provided no Event of Default (or other event which, after notice or

lapse of time or both, would become an Event of Default) shall have.
occurred and be continuing. '

The lessee shall, whenever reasonably requested by the Iessbr,
submit to the lessor copies of returns, statements, reports, billings
and remittances, or furnish other evidence satisfactory to the lessor of

- the lessee's performance of its duties under this § 6. The lessee shall

also furnish promptly upon request such data as the lIessor reasonably
may require to permit the Lessor's compliance with the requirements of
taxing jurisdictions.

The amount which the Iessee shall be required to pay with
xespect to any imposition which is subject to indemnification under this
§ 6 shall be an amount sufficient to restore the lessor to the same net
after-tax rate of return and after—tax cash position, after considering
the effect of such payment on its United States Federal income taxes and
state and city income taxes or franchise taxes based on net income, that
the lessor would have been in had such imposition not been imposed.

§ 7. Maintenance; Casualty Occurrences; Insurance. The Iessee

‘agrees that, at the ILessee's own cost and expense, it will maintain and

keep, or cause to be maintained and kept, all of the Units which are

subject to this Lease in good operating order, repair and condition,

eligible for interchange service, and in compliance with the require-
ments of any governmental authority having jurisdiction thereof.

In the event that any Unit shall be or becom= lost, stolen,
destroyed, or, in Iessee's reasonable determination, worn out, irreparably
damaged or rendered permanently unfit for use, from any cause whatsoever,
or taken or requisitioned by condemnation or otherwise resulting in loss
of possession by the Iessee for a period of 90 consecutive days, except
requisition for use by the United States Government for a stated period
not to exceed the remaining term of the Iease (such occurrences being
hereinafter called Casualty Occurrences), prior to the return of such
Unit in the manner set forth in § 14 hereof, the Lessee shall promptly
and fully notify the Iessor and the ILender with respect thereto. ILessee
shall also notify Iessor and ILender of any requisition for use by the
United States Government which is not a Casualty Occurrence, i.e. for a
stated period not exceeding the remaining term of the Iease. On the
rental payment date next succeeding such notice, the lessee shall pay to
the lessor an amount equal to the rental payment or payments in respsct
of such Unit due and payable on such date plus a sum equal to the Casualty
Value (as hereinafter defined) of such Unit as of the date of such
payment in accordance with the schedule referred to below. Upon the
making of such payment by the ILessee in respect of any Unit, the rental
for such Unit shall cease to accrue, the term of this Iease as to such
Unit shall terminate and (except in the case of the loss, theft, or com-
plete destruction of such Unit) the Lessor shall be entitled to recover
possession of such Unit and the Lessce shall pay all costs of removal of
such Unit and of freight to the place designated by Iessee for the
disposal of the Unit as hereinafter set forth and any storage costs
incurred until such disposal.
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The Casualty Value of each Unit as of the payment date on
Wthh payrent is to be made as aforesaid shall be an amount equal to the
percentage of the Purchase Price of such Unit set forth in Schedule 2
hereto applicable to such payment date.

Whenever any Unit shall suffer a Casualty Occurrence after
termination of this Iease at the expiration of the original or extended
term thereof and before such Unit shall have been returned in the manner
provided in § 14 hereof, the Iessee shall promptly and fully notify the
Iessor with respect thereto and pay to the Lessor an amount equal to the
Casualty Value of such Unit, which shall be 25% of the Purchase Price of
such Unit (unless such termination occurs after the term of this Lease
has been extended pursuant to § 13 hereof, in which case the amount of
such Casualty Value shall be as agreed upon between the Iessor and the

- Lessee at the time of such extension). Upon the making of any such

payment by the Iessee in respect of any Unit (except in the case of the
loss, theft or complete destruction of such Unit), the lessor shall be
entitled to recover possession of such Unit.

The Iessor hereby appoints the Iessee its agent to dispose of
any Unit suffering a Casualty Occurrence by reason of its being worn
out, destroyed, irreparably damaged, or rendered permanently unfit for
use under this lease, at the best price obtainable on an "as is, where
is" basis. Provided that the Lessee has previously paid the Casualty
Value to the lessor, has made any payments required by § 6 hereof and no
Event of Default or event which, after notice or lapse of time or both,
would have become an Event of Default shall have occurred and be contin—
uing, the lLessee shall be entitled to a fee of ten percent (10%) of the
proceeds of such sale and, in addition thereto, to the balance of the
proceeds of such sale, after reimbursement to lessor of its expenses
incurred in connection with such sale, to the extent such proceeds do not
exceed the Casualty Value of such Unit previously paid by lessee; any
excess shall be paid to the Lessor.

In the event of the requisition for use by the United States
Government (the "Govermment”) of any Unit during the term of this Iease
or any renewal thereof which is not a Casualty Occurrence, all of the
Iessee's obligations under this Iease with respect to such Unit, includ-
ing, without limitation, the cbligation to make rental payments as
provided in § 3 hereof, shall continue to the same extent as if such
requisition had not occurred, except that if such Unit is returned by
the Government at any time after the end of the term of this lease, the

" ILessee shall be obligated to return such Unit to the Iessor pursuant to

§ 11 or § 14 hereof, as the case may be, promptly upon such returm by

the Covernmment rather than at the end of the term of this lease, but the
Iessee shall, in all other respects, comply with the provisions of said
§ 11 or § 14, as the case may be, with respect to such Unit. All payments
received by the lLessor or the Iessce from the Government for the use of
such Unit during the term of this Lease shall be paid over to, or retained
by, the Lessee provided no Event of Default (or other event which, after
notice or lapse of time or both, would beccme an Event of Default) shall
have occurred and be continuing; and all payments received by the Lessor
or the Iessee from the Government for the use of such Unit after the

term of this Iease shall be paid over to, or retained by, the lessor.
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Except as hereinabove in this § 7 provided, the lessee shall
not be released from its obligations hereunder in the event of, and
shall bear the rxisk of, any Casualty Occurrence to any Unit from and
after delivery and acceptance thereof by the Iessee hereunder.

Subject to the following paragraph, the Lessee will, at all
times prior to the return of the Equipment to the Iessor, at its own
expense, cause to be carried and maintained (i) all-risk, physical loss
and damage insurance (x) in respect of the Units while such Units are
not on the lines of Pickens Railroad Company ("Pickens")in an amount at
least equal to the Casualty Value of such Units at the time subject
hereto, and (y) in respect of the Units and boxcars owned by other than
Iessor while such Units and boxcars are stored on Pickens lines, in an
amount at least equal to $5,000,000, and (ii) public liability insurance
in amounts (but not less than $3,000,000 per accident) and against.risks
customarily insured against by others in the Iessee's industry in respect
of similar equipment. All such insurance shall be in such form and
written by such companies as may be reasonably acceptable to the lessor
and Iender. All policies evidencing such insurance shall contain an
agreement by the insurers that such policies shall not be cancelled or
the amount of coverage thereof or persons covered thereunder adversely
changed without at least 30 days' prior written notice to the Iessor and
the Lender by the insurers or the insurers' authorized representative,
as the case may be. All policies shall name as additional assureds (as
their interests may appear) and as sole loss payees (in the case of all-
xisk physical loss and damage insurance in respect to the Units), the
Iessor and ILender, so long as the indebtedness, if any, evidenced by the
Security Documents shall not have been paid in full, and thereafter to
the Iessor and the Lessee as their interests may appear. "If the Iessor -
shall receive any insurance proceeds or condemmation payments in respect
of a Unit suffering a Casualty Occurrence, the Lessor shall, subject to
the Lessee having made payment of the Casualty Value in respect of such
Unit and provided that no Event of Default (or other event which, after
notice or lapse of time or both, would becomz an Event of Default) shall
have occurred and be continuing, pay such proceeds or condemnation -
payments to the Iessee up to an amount equal to the Casualty Value with
respect to a Unit paid by the Iessee and any balance of such proceeds or
condemnation payments shall remain the property of the Iessor. All
insurance proceeds received by the Iessor in respect of any Unit not
suffering a Casualty Occurrence shall be paid to the Lessee upon proof
satisfactory to the ILessor that any damage to such Unit in respect of
which such proceeds were paid has been fully repaired, and provided that
no Event of Default (or other event which, after notice or lapse of time
or both, would become an Event of Default) shall have occurred and be
continuing.

Anything to the contrary contained in the foregoing paragraph
notwithstanding, the lessee shall have the right to assume the risk of
loss or damage to the BEquipment when it is not located on lessee's lines
which would otherwise have besen covered under the all-risk physical loss
and damage insurance otherwise required under the preceding paragraph
(but not the risks covered by public liability insurance or other risks
customarily insured against by others in ILessee's industry) so long as
1essee'’s net worth shall be at least $6,000,000 and during any twelve-
month period Lessee shall not have incurred a cash loss of earnings (net

loss less non-cash items such as depreciation included in the computation of

such net loss) in excess of $1,000,000, such computations to be made in

-9
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accordance with generally accepted accounting principles consisi.:ently L-10
applied. It is further agreed, if subsequent hereto any financial
institutions financing Lessee's or any lessor's acquisitions of xailroad
equipment to be leased to Lessee does not permit Lessee to similarly

assume risk of loss or damage as provided in the preceding sentence,

then Lessee agrees that it will give notice thereof to Iessor and Lender

and, if requested by Iessor or lender, will provide lessor and Lender_

the same insurance coverage as it provides to such financial institution

and lessor, if any.

§ 8. Reports and Inspection. On or before March 31 in each year,
ocommencing with the calendar year 1980, the lessee will furnish to the
Iessor and the Lender (a) an accurate statement (i) setting forth as at
the preceding December 31 the amount, description and mumbers of all
Units then leased hereunder and covered by the Security Deocuments, the
amount, description and numbers of all Units that have suffered a Casualty
Occurrence during the preceding calendar year or are then undexrgoing
repairs (other than running repairs) or then withdrawn from use pending
such repairs (other than yunning repairs) and such other information
regarding the condition and state of repair of the Units as the Xessor .
or the ILender may reasonably request, (ii) stating that, in the case of
all Units repainted or repaired during the period covered by such state~

-went, the numbers and markings required by § 5 hereof and by the Security
Documents have been preserved or replaced and (iii) setting forth a
description of the insurance in effect with respect to the Equipment
pursuant to § 7 hereof, and (b) a certification of insurance coverage
from the Iessee's independent broker stating the amounts of such insur-
ance in effect. The Lessor, at its sole cost and expense, shall have
the right by its agents, to inspect the Units and the lessee's records
with respect thereto at such reasocnable times as the Lessor may request
during the continuance of this lease. The Lessee shall promptly notify
the Iessor and the lLender of any material changes or any material pro—
posed changes of which the Lessee has knowledge in its insurance cover-
age in effect with respect to the Equipment pursuant to § 7 hereof.

: The Iessee shall furnish to the lessor and Iender the reports
required to be furnished to the ILessor pursuant to Exhibit A attached
hereto. ) _

§ 9.1 Disclaimer of Warranties; Compliance With Laws and Rules.
THE ILESSOR MAKES NO WARRANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED,
AS TO THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE MATERIAL,
EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED TO THE LESSEE HEREUNDER,
AND THE LESSOR MAKES NO WARRANTY OF MERCHANTABILITY OR FITNESS OF THE
UNITS FOR ANY PARTICULAR PURPOSE OR AS TO TITLE TO THE UNITS OR ANY A
COMPONENT THEREOF, OR AS TO THE LESSEE'S RIGHT TO QUIET ENJOYMENT THEREOF
(EXCEPT AS TO ACTS OF THE LESSOR), OR ANY OTHER REPRESENTATION OR WARRANTY,
EXPRESS OR IMPLIED, WITH RESPECT TO ANY UNIT, EITHER UPON DELIVERY
THEREOF TO THE LESSEE OR OIHERWISE, it being agreed that all such risks,
as between the Iessor and the lessee are to be bornme by the lessee; but
the ILessor hercby irrevocably appoints and constitutes the Lessee its
agent and attorney-in-fact during the term of this Lease to assexrt and
enforce from time to time, in the name of and for the account of the
lessor and/or the lessce, as their interests may appear, at the lessee's
sole cost and expense, whatever claims and rights the ILessor may have
against the Builder under the provisions of Sections 6 and 7 of the
Purchasc Agreement; provided, however, that if at any time an Event of
Default shall have occurred and be continuing, the Lessor may assert and
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enforce, at the lLessee's sole cost and expense, such claims and rights.
Neither the Iessor nor the Lender shall have any responsibility or
liability to the lessee or any other person with respect to any of the
following: (i) any liability, loss or damage caused or alleged to be
caused directly or indirectly by any Units or by any inadequacy thereof
or deficiency or defect therein or by any other circumstances in connec—~
tion therewith; (ii) the use, operation or performance of any Units or
any risks relating thereto; (iii) any interruption of service, loss of
business or anticipated profits or consequential damages; or (iv) the
delivery, operation, servicing, maintenance, repair, improvement or
replacement of any Units. The lessee's delivery of a Certificate of
Inspection and Acceptance shall be conclusive evidence as between the
Iessee and the lessor that the Units described therein are in all the
foregoing respects satisfactory to the lLessee, and the Lessee will not
assert any claim of any nature whatscever against the Lessor based on
any of the foregoing matters.

The Iessee agrees, for the benefit of the lessor and the
Iender, to comply in all respects (including without limitation, with
respect to the use, maintenance and operation of each Unit) with all
applicable laws of the jurisdictions in which its operations involving
the Units may extend, with all rules of the Department of Transpor—-
tation, the Interstate Commerce Commission and any other legislative,
executive, administrative or judicial body exercising any power or
jurisdiction over the Units and with all applicable interchange rules,
to the extent that such laws and rules affect the title, operation or
use of the Units, and in the event that, prior to the expiration of this
Iease or any renewal thereof, such laws or rules require any alteration,
replacement, addition or modification of or to any part on any Unit, the
Iessee will conform therewith at its own expense; provided, however,
that the Lessee may, upon written notice to the Lessor and Lender, at

. its own expense, in good faith, contest the validity or application-of

any such law or rule in any reasonable manner which does not, in the -
reasonable opinion of the Lessor or the lender, adversely affect the
property or rights of the Lessor or the Lender under this Iease or under
the Security Documents. The ILessee, at its own cost and expense, may
furnish other additions, medifications and improvements to the Units
during the term of this Iease. B2Any additions, modifications and improve-
ments made by the Iessee (other than additions, modifications and improve-—
ments required to maintain each Unit's eligibility for interchange
sexrvice or to conply with the provisions of the first paragraph of § 7

or the first sentence of this paragraph) which are readily removable
without causing material damage to the Units shall be owned by the

Ilessee and, provided Lessee shall repair the damage caused by such

removal, may, except if an Event of Default or an event which, with the

lapse of time and/or demand, or both, shall constitute an Event of
Default, shall have occurred and then be continuing, be removed by the
lessee at any time during the term of this Lease or any renewal thereof
and prior to the return thereof to the Lessor pursuant to § 14 hereof.

§ 9.2 Indemification. The Lessee agrees to indemnify, protect
and hold harmless the ILessor and the Lender from and against all losses,
damages, injuries, liabilities, claims (including without limitation
clains for strict liability in tort) and demands whatsoever, regardless
of the cause thercof (except for Lessor's wilfull misconduct or gross
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negligence) and expenses in comnection therewith, including, but not
limited to, counsel fees and expenses, patent liabilities, penalties and
interest, arising out of or as a result of the entering into or the
performance of or the occurrence of an Event of Default hereunder or an
Event of Default under the Security Documents arising as a result thereof,
this ILease, the ownership of any Unit, the ordering, acquisition, use,
operation, condition, purchase, delivery, rejection, storage or return
of any Unit or any accident in connection with the operation, use,
ocondition, possess:.on, storage or return of any Unit resulting in damage
to property or injury or death to any person, except as otherwise provi-
ded in § 14 of this ILease, or the transfer of title to the Equipment to.
or by the Lender pursuant to any provision of the Security Documents
resulting from a default under this lease. The indemnities arising
under this paragraph shall continue in full force and effect notwith~
standing the full payment of all obligations under this Iease or the
termination of this Lease and the return of the Units as provided in §
14 of this Iease; provided, however, that the foregoing indemnification
shall not be deemed to operate as a guarantee of the Note Indebtedness
or the residual value of any Unit. The amount the Iessee shall be
required to pay with respect to any of its obligations under this para-
graph shall include a payment to the indemified party sufficient to
restore such party to the same position, after considering the effect of
such payment on its United States Federal income taxes and state and
city income taxes or franchise taxes based on net income, that the
indemnified party would have been in had the liability or expense indem-
nified against not been incurred.

The Lessee further agrees to indemnify, protect and hold
harmless the Lender and the Builder as third-party beneficiaries hereof
from and against any and all liability, claims, costs, charges and
expenses, including royalty payments and counsel fees, in any manner
imposed upon or accruing against the Lender or the Builder because of
the use in or about the construction or operation of any of the Units of
any article of material specified by the ILessee and not manufactured by
the Builder or of any design, system, process, formula or combination.
specified by the ILessee and not developed or purported to be developed
by the Builder which infringes or is claimed to infringe on any patent
or other right. The Lessee will give notice to the Builder of any claim

The Lessee shall not be released from its obligations hereunder
in the event of any damage to or the destruction or loss of any or all
of the Units.

o4
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The Iessee agrees to prepare and deliver to the lessor within
a reasonable time prior to the required date of filing (or, to the
extent permissible, file on behalf of the lessor) any and all reports to
be filed by the Iessor with any Federal, state or other requlatory
authority by reason of the ownership by the Lessor of the Units or the
leasing thereof to the Lessee.

§ 10. Default. If, during the continuance of this Iease, one or
more of the following events (an "Event of Default") shall occur:



(a) default shall be made in payment of any amount provided .
for in § 3, § 7 or § 13 of this lLease and such default shall ocon-
tinue for five (5) business days, or default shall be made in pay-
ment of any other amount provided for in this Iease and such default
shall continue for five (5) business days after written notice from
the lessor or the Iender to the Lessee specifying the default and
demanding that the same be remedied;

~ (b) the Iessee shall make or permit any unauthorized assign-
ment or transfer of this Lease, or any interest therein, or of the
xright to possession of the Units, or any thereof;

_ (c) default shall be made in the observance or performance of
any other of the covenants, conditions and agreements on the part
of the lessee contained herein, in the Consent and Agreement, in
the Purchase Agreement Assignment, or in the Participation Agreement

continuing for thirty (30) days after written notice from the

Iessor or the Lender to the lessee specifying the default and
demanding that the same be remedied;

(d) a petition for reorganization under Section 77 of the
Bankruptcy Act, as now constituted or as hereafter amended, shall
be filed by or against the Iessee (or either of them) and, unless
such petition shall have been dismissed, nullified, stayed or
otherwise rendered ineffective (but then only so long.as such stay
shall continue in force or such ineffectiveness shall continue),
all the obligations of the lLessee under this Iease and ‘the Consent
and Agreement shall not have been and shall nct continue to have
been duly assumed in writing, pursuant to a court oxrder or decree,
by a trustee or trustees appointed (whether or not subject to

‘ratification) in such proceedings in such manner that such obli-

gations shall have the same status as expenses of administration
and obligations incurred by such trustee or trustees, within 30
days after such appointiment, if any, or 60 days after such petition
shall have been filed, whichever shall be earliex; or

(e) any other proceedings shall be comrenced by or against
the Iessee or either of them for any relief which includes, or
might result in, any modification of the obligations of the lLessee .
hereunder, under any bankruptcy or insolvency laws, or laws relat—
ing to the relief of debtors, readjustments of indebtedness, reor-
ganizations, arrangements, compositions or extensions (other than a
law which does not permit any readjustments of the obligations of
the lLessee hereunder or under the Consent and Agreenent), and,
unless such proceedings shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then only so long as
such stay shall continue in force or such ineffectiveness shall
continue), all the obligations of the Lessee under this lease and
the Consent and Agreement shall not have been and shall not continue
to have been duly assumed in writing, pursuant to a court order or

1-13
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decree, by a trustee or trustees or receiver or receivers appointed I-14
(whether or not subject to ratification) for the lessee or for the
property of the Iessee in connection with any such proceedings in

such manner that such obligations shall have the same status as

expenses of administration and obligations incurred by such a

trustee or trustees or receiver or receivers, within 30 days after

such appointment, if any, or 60 days after such proceedings shall

have been commenced, vhichever shall be earlier;

(£) any representation or warranty of the ILessee contained
herein or in the Participation Agreement shall be, when made, or,
if such representation or warranty shall be continuing, shall
becomne inaccurate in any material respect;

(g) if Pickens Railroad Company shall cease to be the wholly-
owned subsidiary of National Railway Utilization Corporation without
the consent of the Iessor and Lender to such occurrence having been
first obtained; , _ L T

(h) the Lessee shall fail to provide and maintain msurance
as required under § 7. hereof;

s

then, in any such case, the lessor, at its option, may:

(i) proceed by appropriate court action or actions either at
law or in equity, to enforce performance by the Iessee (or either
of them) of the applicable covenants of this ILease or to recover
damages for the breach thereof; or

(ii) by notice in writing to the Iessee terminate this lease,
whereupon all rights of the lessee (and each of them) to the use of
the Units shall terminate as though this ILease had never been made,
but the Iessee (and each of them) shall remain liable only as
herein provided; and thereupon the lLessor may, by its agents, enter
upon the premises of the lessee or other premises where any of the
Units may be and take possession of all or any of such Units and
thenceforth hold, sell, operate, lease to others and enjoy the same
free from any right of the Iessee to use the Units for any purposes
whatever and without any duty to account to the lessee for such
action or inaction or for any proceeds arising therefrom; but the
lessor shall, nevertheless, have a right to recover from the Lessee
any and all amounts which, under the terms of this Iease, may be then
due or which may have accrued to the date of such termination
(computing the rental for any number of days less than a full
rental period by multiplying the rental for such full rental period
by a fraction of which the numerator is such number of days and the
denominator is the total number of days in such full rental period)
and also to recover forthwith from the lLessee as liquidated damages
for loss of the bargain and not as a penalty whichever of the
following amounts the Lessor, in its sole discretion, shall speci-—
fy: (%) a sum, with respect to each Unit, equal to the excess of
the present value, at the time of such termination, of the entire
unpaid balance of all rental for such Unit which would otherwise
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have accrued hereunder from the date of such termination to the end
of the term of this Iease as to such Unit over the then present
value of the rental which the lLessor reasonably estimates to be
obtainable for the Unit during such period, such present value to
be computed in each case on the basis of 10% per annum discount,
compounded quarter—annually from the respective dates upon which
rentals would have been payable hereunder had this Iease not been
terminated, provided, however, that in the event that the lessor
shall have rented any Unit, then the reasonably estimated rental
with respect to any such rental period shall be equal to that
rental actually obtained by Lessor during such rental periocd;

or (y) an amount equal to the excess, if any, of the Casualty Value
as of the rental payment date on or next preceding the date of

" texrmination over the amount the lLessor reasonably estimates to be
the sales value of such Unit at such time; provided, however, that
in the event the lessor shall have sold any Unit, the lLessor, in
lieu of collecting any amounts payable to the ILessor by the lLessee
pursuant to the preceding clauses (x) and (y) of this clause (ii)
with respect to such Unit, may, if it shall so elect, demand that
the ILessee pay the Iessor and the Iessee shall pay to the Lessor on
the date of such sale, as liquidated damages for loss of a bargain
and not as a penalty, an amount equal to the excess, if any, of the

- Casualty Value for such Unit, as of the rental payment date on or
next preceding the date of termination over the net proceeds of
-such sale. '

In addition, the Lessee shall be liable, except as otherwise provided
above, for any and all unpaid amounts due hereunder before, during or
after the exercise of any of the foregoing remedies and for all reason-
able attorneys' fees and other costs and expenses incurred by reason of -
the occurrence of any Event of Default or the exercise of the ILessor's
remedies with respect thereto, including all costs and expenses incurred
in connection with the return of any Unit. .

The remedies in this lease provided in favor of the lessor
shall not be deemed exclusive, but shall be cumulative and may be exer—
cised concurrently or consecutively, and shall be in addition to all
other remedies in its favor existing at law or in equity. The lessee A

“hereby waives (i) any mandatory requirements of law, now or hereafter in
effect, which might limit or modify the remedies herein provided, to the
extent that such waiver is not, at the time in question, prohibited by
law and (ii) any and all existing or future claims to any offset against
the rental payments due hereunder, and agrees to make such paymrents
regardless of any offset or claim which may be asserted by the Lessee or
on its behalf. The failure of the lessor to exercise the rights granted.
it hereunder upon the occurrence of any of the contingencies set forth
herein shall not constitute a waiver of any such right upon the contin-
uation or recurrence of any such contingencies or similar contingencies.

Except as otherwise provided in this Irase, the lessee, to the
full extent permitted by law, hereby waives all statutory or other legal
requirements for any notice of any kind, notice of intention to take



possession of or to sell or lease the Equipment, or any one or more I~-16
Units thereof, and any other requirements as to the time, place and

- terms of the sale or lease thereof, any other requirement with respect

to the enforcement of the Lessor's rights under this Lease and any and

all rights of redemption. -

§ 11. Return of Units Upon Default. If this lease shall terminate
pursuant to § 10 hereof, the Lessor may, upon such further notice, if
any, as may be required for compliance with any mandatory legal require-
ments then in force and applicable to the action to be taken by the
Iessor, take or cause to be taken by its agent or agents, immediate
possession of each of the Units, and may remove the same from possession
and use of the ILessee or any other person and for such purpose may enter
upon the premises of the lLessee or any other premises where the Units
may be located and may use and employ in connection with such removal
any supplies, services and aids and any available trackage and other
facilities of the Lessee, subject to all mandatory requirements of due
process of law.

If this lease shall terminate pursuant to § 10 hereof, the
Iessee shall forthwith deliver possession of the Units to the Iessor and
shall give pronpt telegraphic notice to the Association of American
Railroads and all railroads having possession of any Unit so to return
such Units. Each Unit so delivered shall (i) be in the same operating
order, repair and condition as when originally delivered to the lessee,
ordinary wear and tear excepted and (ii) meet the standards then in
effect undexr the Interchange Rules of the Association of American
Railroads, if applicable, or such comparable standards as may then be in
effect. For the purpose of delivering possession of any Umt or Umts
to the lessor as above required, the Lessee shall:

(a) forthwith and in the usual manner, place such Units upon
such storage tracks of the Lessee or any of its affiliates or any
other railroad as the Lessor shall be able to reasonably designate,
and Lessee shall be responsible for all additional storage expenses;

(b) permit the Iessor to store such Units on such tracks at
the risk of the Lessee without charge for insurance, rent or stor—
age until such Units have been sold, leased or otherwise disposed
of by the Iessor; and

(c) transport the same to any place on the lines of railroad
operated by the Iessee or any of its affiliates or to any connect-
ing carrier for shipment, all as directed by the Iessor.

The assembling, delivery, storage, insurance and transporting of the
Units as hereinbefore provided shall be at the expense and risk of the
Lessee and are of the essence of this ILease, and upon application to any
court of equity having jurisdiction in the premlsas, the Lessor shall be
entitled to a decree against the Lessee requiring specific performance
of the covenants of the Lessee so to assemble, deliver, store and trans—
port the Units. During any storage period, the lessee will, at its own
cost and expense, maintain and keep the Equipment in good order and
repair and will permit the Lessor or any person designated by it, includ-
ing the authorized representative or representatives of any prospective
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purchaser, lessee or user of any such Unit, to inspect the same. AllL
amounts earned in respect of the Units after the date of termination of
this ILease shall belong to the lessor and, if received by the Lessee,
shall be promptly turned over to the Lessor. .In the event any Unit is
not assembled, delivered and stored, as hereinabove provided, within 60
days after such termination, the Lessee shall, in addition, pay to the
Iessor for each day after such termination an amount equal to the amount,
“if any, by which .031627% of the Purchase Price of such Unit exceeds the
actual earnings received by the Iessor on such Unit for each such day;
such payment shall not affect the obligation of the ILessee to redeliver
the Equipment pursuant to the first sentence of this paragraph.

Without in any way limiting the obligation of the Iessee
under the foregoing provisions of this § 11, the Lessee hereby irrevo-
cably appoints the Lessor as the agent and attorney of the Lessee, with
full power and authority, at any time while the Iessee is obligated to
deliver possession of any Unit to the lessor, to demand and take possession
of such Unit in the name and on behalf of the Lessee from whomsoever
shall be in possession of such Unit at the time.

§ 12. Assignment; Possession and Use. This Iease shall be assign-—
able in whole or in part by the lessor without the consent of the lessee,
but the Iessee shall be under no obligation to any assignee of the
Iessor except upon written notice of such assignment from the Lessor.
All the rights of the Lessor hereunder (including, but not limited to,
the rights under §§ 6, 7, 9 and 10 and the rights to receive the rentals
payable under this Lease) shall inure, to the extent assigned, to the
benefit of the lessor's assigns (including the ILender); and, if this
lease is assigned to the Iender, the fact that the Lender i$ specifically
named herein in certain provisions shall not be construed as limiting
the rights assigned to the Lender pursuant to such assignment.

So long as no Event of Default or event which, after notice or
lapse of time or both, would become an Event of Default under the Lease
or the Security Documents shall have occurred and be continuing, the
Iessee shall be entitled to the possession and use of the Units in
accordance with the terms of this lease, but, without the prior written
consent of the lessor and the Iender and further provided that any such
assignment or transfer shall be expressly subordinate to the rights of
Iessor and ILender, the Iessee shall not assign or transfer its leasehold
interest under this lease in the Units or any of them. The Lessee, at
its own expense, will promptly pay or discharge any and all sums claimed
by any party which, if unpaid, might become a lien, charge, security
interest or other encumbrance (other than an encumbrance created by the
Iessor or the Lender or resulting from claims against the Lessor or
Iender not related to the ownership of the Units, the leasing thereof or
the Iendex's security interest therein) upon or with respect to any Unit
or the interest of the Iessor, the lender or the Iessee therein, and
will promptly discharge any such lien, claim, security interest or other
encumbrance which arises. The Lessce shall not, without the prior
written consent of the lessor and lender, part with the possession or
control of, or suffer or allow to pass out of its possession or control,
any of the Units, except to the extent permitted by the provisions of
the inmediately succeeding paragraph hereof.
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So long as no Event of Default or event which, after notice
or lapse of time or both, would become an Event of Default under the

Lease shall have occurred and be continuing, the Lessee shall be entitled

to the possession of the Units and shall also be entitled (i) to the use
of the Units by it or any affiliate upon lines of railroad owned or
operated by it or any affiliate or upon lines of railroad over which the
Lessee or any such affiliate has trackage or other operating rights or
over which railroad equipment of the lLessee or any such affiliate is
regularly operated pursuant to contract, and (ii) to permit the use of
the Units upon connecting and other carriers in the usual interchange of
traffic or pursuant to run-through agreements, provided, however, that
the Iessee shall not assign or permit the assignment of any Unit to
service involving the regqular operation and maintenance thereof outside
the United States of America; provided, further, however, that Lessee
shall not permit more than fifteen (15) percent of the Units to be
outside the United States at any time.

Nothing in this § 12 shall be deemed to restrict the right of
- the lessee to assign or transfer its leasehold interest under this Iease
in the Units or possession of the Units to any railroad corporation
incorporated under the laws of any state of the United States of America
or the District of Columbia (which shall have duly assumed the obligations
of the Iessee hereunder, under the Closing Agreement and under the
Consent and Agreement) into or with which the lessee shall have become
merged or consolidated or which shall have acquired or leased all or
substantially all the lines of railroad of the Lessee; provided, however,
(i) that such assignee, lessee or transferee will not, upon the effective—
ness of such merger, consolidation, lease or acquisition be in default
undexr any provision of this Ieasc or the Closing Agreement, (ii) such
assignee, Lessee or transferee shall be of a character so that after
giving effect to such merger, consolidation, lease or acquisition, the
ability of the assignee, lessee or transferee to perform the obligations
of the Iessee hereunder shall not, in the reasonable opinion of the °
Iessor and the Lender, be adversely affected, and (iii) that such
acquisition or lease of railroad lines of the lLessee shall not alter in
any way the ILessee's obligation to the Lessor  and Lender hereunder which
shall be and remain those of a principal and not a surety.

§ 13. Renewal Options and Purchase Option. The ILessor intends to
retain the Units for re-lease at the expiration of the term of this
Iease. Provided that this Lease has not been earlier terminated and the
Iessee is not in default hereunder or under any other agreement with
Iessor, the Iessee may, by written notice delivered to the Iessor not
less than seven (7) months nor more than nine months prior to the end of
the original term ox the first extended term of this lease, elect to
extend the term of this Iease in respect of all but not fewer than all
of the Units then covered by this lease, for a two-year texm commencing
on the scheduled expiration of the original term or the first extended
term of this lease, as the case may be. Such extension shall be on the
same terms and conditions as are contained in this Lease, except as to
the anount of rentals, which shall be at a “Fair Market Rental" (as

i
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defined in this § 13) payable quarterly in arrears, and except as to
applicable Casualty Values, which shall be as agreed upon between the
Lessor and the lessee at the time of such extension.

Provided that this Iease has not been earller terminated and
the ILessee is not in default hereunder, the lessce may, by written
notice delivered to the Lessor not less than seven months nor more than
nine months prior to the end of the original term or any extended term
of this Lease, elect to purchase all but not fewer than all of the Units
then covered by this Iease at a Fair Market Purchase Price (as defined
in this § 13) payable at the end of the then current term of this Iease.

Fair Market Rental and Fair Market Purchase Price shall be
determined on the basis of, and shall be equal in amount to, the rental
or purchase price, as the case may be which would obtain in an amm's
length transaction between an informed and willing lessee (other than a
lessee currently in possession) or purchaser and an informed and willing
lessor or seller, as the case may be, under no compulsion to lease or
sell and, in such determination, costs of removal from the location of
current use shall not be a deduction from such rental. If, after 60
days from the giving of notice by the ILessee of the lessee's election to
extend the term of this Iease or to exercise its purchase option, the
Iessor and the Iessee are unable to agree upon a determination of the
Fair Market Rental or Fair Market Purchase Price of the Units, the same
shall be determined in accordance with the foregoing definition by the
follovi.ng procedure: If either party to such detemmination shall have
given written notice to the other requesting determination thereof by
this appraisal procedure, the parties shall consult for the purpose of
appointing a qualified independent appraiser by mutual agreemsnt. If no
such appraiser is so appointed within 20 business days after such notice
is given, either party may apply, to make such appointment, to the
Amexrican Arbitration Association, and both parties shall be bound by any
appointment so made. Any appraiser appointed pursuant to the foregoing
procedure shall be instructed to determine the Fair Market Rental or
Fair Market Purchase Price, as the case may be, of the Units within 90
days after his appointment. If, because of their use hereunder or
otherwise, any of the Units shall not be available for inspection at
reasonably designated times and places, such appraiser shall be author-
ized and entitled to assume in delivering his report hereunder that such
Units are in good condition and that ILessee has fulfilled with xespect
thereto all of its obligations hereunder. If the parties shall have
appointed a single appraiser, the determination of the single appraiser
appointed shall be final. The appraisal proceedings shall be conducted
in accordance with the Commercial Arbitration Rules of the American
Arbitration Association as in effect on the date hereof, except as
modified hereby. The provision for this appraisal procedure shall be
the exclusive means of determining Faixr Market Rental and Fair Market
Purchase Price and shall be in lieu of any judicial or other procedure
for the determination thereof, and each party hereto hereby consents and
agrees not to assert any judicial or other procedures. The expenses of
the appraisal procedure shall be borne equally by the ILessee and the
Iessor.
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§ 14. Return of Units Upon Expiration of lease Term. As soon as
practicable on or after the termination of the term of this lease other-
wise than pursuant to § 10 hereof (and in any event not later than 90
days after the termination of the term of this Lease), the Lessee will,
at its own costs and expense, at the request of the lessor, cause each
Unit to be transported to the point or points listed on Schedule 3
attached hereto as shall be designated by the Iessor at least four (4)
months immediately prior to such termination; the assembly, delivery,
and transporting of each Unit to be at the expense and risk of the
Iessee. The assenbling, delivery, and transporting of the Units as
hereinbefore provided are of the essence of this Lease, and upon appli-
cation to any court of equity having jurisdiction in the premises, the
Iessor shall be entitled to a decree against the Lessee requiring specific
performance of the covenants of the Iessee so to cause the assembly,
delivery, and transporting of the Units. Each Unit returned to the
lessor pursuant to this § 14 shall (i) be in the same operating order,
repair and condition as when originally delivered to the lessee, reasonable
wear and tear excepted, and (ii) meet the standards then in effect under
the InterchangeRules of the Association of American Railroads, if applic-
able, or such comparable standards as may then be in effect. Iessee
further agrees, at ILessor’s request, to paint over lessee's markings.

. In the event all Units are not returned to Iessor at the
termination of the lease, lLessee shall pay to lessor the Fair Market
Rental for each Unit not so returned for each day from the texmination
of the Iease to the day such Unit is returned in accordance with the
provisions of this Section 14. The amounts to be paid under the pre-
ceding sentence shall be due and payable on the first day of each month
subsequent to the termination of the Lease, such payments to be made by
immediately available funds wire transferred to & Bank designated by
Iessor. Lessee shall deliver to lLesscr on each date such payments are
to be made a statement as to the computation and correctness of such

payments.

In the event that all Units are not returned to lessor
within ninety (90) days after the termination of the ILease, Lessor shall
be free to exercise all legal and equitable remesdies to compel Iessee to
return such cars and seck recovery for damages for failure to do so. In
addition thereto, and not in lieu thereof, Lessor, by notice to Iessee
within twenty (20) days after the expiration of said ninety-day period,
may elect (but shall not be required to do so) to treat the Iease as
having been extended (i) for those Units not returned in accordance with
the provisions of this Section 14 as of the date of such notice or (ii)
if less than 80% of the Units under the Iease as of the termination of
the Lease have been returned in accordance with the provisions of this
Section 14 as of the date of such notice, for all Units under the lease
as of the termination of the lease, for an additional two-year period
commencing upon the scheduled termination of the Iease. Such extension,
except as otherwise provided herein, shall be on the same texrms and
conditions as contained in this lLease except that, unless otherwise
agreed by the parties, the applicable Casualty Value shall be the greater
of replacement cost or 25% of the Purchase Price of the Unit. For the
purposes of this Section 14, the provisions of the last seven sentences
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of Section 13 hereof shall be applicable to the determination of Fair
Market Rental, except that (i) during the twenty-day period provided for
discussions relative to the appointment of an independent qualified
appraiser, the parties shall also consult with each other for the pur-—
pose of agreeing upon a Fair Market Rental, the appointment of such -
appraiser to be made only if the parties fail to reach such agreement,
(ii) the appraiser, if appointed, shall be instructed to determine the
Fair Market Rental within twenty (20) days after his appointment in lieu
of the ninety (90) day period provided in Section 13 and (iii) the
expenses of the appraisal procedure shall be borne solely by Iessee.

§ 15. Recording. The lessee, at its own expense, will cause this
Iease, the Lease Assignment, the Security Agreement and any assignments
hereof or thereof to be filed with the Interstate Commerce Cammission
pursuant to 49 U.S.C § 11303 and deposited with the Registrar General of
Canada (and notice of such deposit to be given forthwith in The Canada Gazette)
pursuant to Section 86 of the Railway Act of Canada. The Lessee will
undertake the filing, registering, deposit, and recording required of
the ILessor under the Security Documents and will, from time to time, do
and perform any other act and will execute, acknowledge, deliver, file,
register, record (and will refile, reregister, deposit and redeposit or
»rerecord whenever required) any and all further instruments required by
law or reasonably requested by the lLessor or the ILender for the purpose
of proper protection, to their satisfaction, of the Lender's and the
Lessor's respective rights in the Units, or for the purpose of carrying
out the intention of this lease, the Security Documents and the assign-
ments hereof and thereof to the Lender; and the Lessee will promptly
furnish to the Iender and the lLessor evidence of all such filing, register—.
ing, depositing, recording and other acts which may be required under
this § 15, and an opinion or opinions of counsel for the lessee with
respect thereto satisfactory in form and substance to the Lender and the
Iessor except that such opinion shall not opine as to the effect of any
filing in Canada. This Iease and the Security Documents shall be filed
with the Interstate Commerce Commuission and deposited with the Registrar
General of Canada pursuant to Section 86 of the Railway Act of Canada
and provision shall be made for publication of notice of such deposit in
The Canada Gazette prior to the delivery and acceptance hereunder of any
Unit.

§ 16. Interest on Overdue Rentals. Anything to the contrary
herein contained notwithstanding, any nonpayment of rentals and other
obligations due hereunder shall result in the obligation on the part of
the Iessee promptly to pay, to the extent legally enforceable, interest
at a rate per annum equal to 15% (or the maximum per annum rate of
interest permitted by law, whichever is less) on the overdue rentals and
‘other obligations for the period of time during which they are overdue.

§ 17. Notices. Any notice required or permitted to be given by
either party hereto to the other shall be deemed to have been given when
mailed, first class, postage prepaid, addressed as follows:

(a) if to the lessor, Suite 400, Three Radnor Corporate
Center, 100 Matsonford Road, Radnor, Pennsylvam.a 19087, attention:
President; and

D e ka2 e
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(b). if to the Lessee, at 402 Cedar Rock Street, Pickens,
South Carolina 29671, attention: Vice President-Finance

or addressed to either party at such other address as such party shall

hereafter furnish to the other party in writing. Copies of each such
notice shall be given to the Iender:

Girard Trust Bank
. One Girard Plaza
Philadelphia, Pennsylvania 19101

Attention: Mr. David Chekemian
Commercial Ioan Officer

§ 18. Severability; Effect and Modification of Iease. Any provision
of this lease which is prohibited or unenforceable in any jurisdiction . .
shall be, as to such jurisdiction, ineffective to the extent of such
prohibition or unenforceability without invalidating the remaining
provisions hereof, and any such prohibition or unenforceability in any
jurisdiction shall not invalidate or.render unenforceable such provision
in any other jurisdiction. '

This Iease exclusively and completely states the rights of
the Lessor and the Lessee with respect to the leasing of the Units and
supersedes all other agreements, oral or written, with respect thereto.
No variation or modification of this Lease and no waiver of any of its
provisions or conditions shall be valid unless in writing and signed by
duly authorized signatories for the Lessor and the Lessee.

§ 19. Obligations of Iessee., Pickens Railrocad Company and National
Railway Utilization Corporation are each jointly and severally liable
hereunder to the same extent and purpose as if each were the sole lessee,
and any event of default by either shall not excuse or constitute a
defense to performance by the other of all obligations under the ILease.

§ 20. Right of Iessor to Perform. If any event set forth in
clauses (c) and (f) of the first paragraph of § 10 hereof occurs, the
Iessor may, after the expiration of any notice periods specified therein,
observe or perform any such covenants, conditions and agreements of the
Iessee, the non-observance or non-performance of which caused such
default, in order to cure such default. ILessee hereby agrees that the
amount of any payment made in connection therewith and the amount of the
reasonable expenses of the Lessor incurred in connection with such
cbservance or performance, together with interest at the rate of 15% per
anmum (or the maximm per anmum rate of interest permitted by law,
whichever is less) on such amounts from the time such payment shall be
payable by the Iessee upon demand of the lLessor.

§ 21. Successors and Assigns. This ILease will bind and inure to
the benefit of the respective successors and permitted assigns of the
parties hereto.
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§ 22. Execution. This lease may be executed in several counter-
parts, such counterparts together constituting but one and the same
instrument, but the counterpart delivered to the lLender pursuant to the
Iease Assignment shall be deemed to be the original and all other counter-
parts shall be deemed duplicates thereof. Although for convenience this
Iease is dated as of the date first set forth above, the actual date or
dates of execution hereof by the parties hereto is or are, respectively,
the date or dates stated in the acknowledgements hereto annexed.

§ 23. Law Governing. The terms of this Iease and all rights and
obligations hereunder shall be governed by the laws of the Commonwealth
of Pennsylvania; provided, however, that the parties shall be entitled
to all rights conferred by 49 U.S.C. § 11303.

IN WITNESS WHEREOF, the parties hereto have executed or
caused this instrument to be executed as of the date first above written.

PICKENS RAILROAD COMPANY
(Corporate Seal) . e

o M/ééé/ %Z/

. Title /-

‘Assistant Séeretary

NATIONAL RAILV AY UTILIZATION
_CORPORATION

(Corporate Seal) // //’ /{
Attest: /74«. /

Vice President m&&—%easurez;

‘Assistant Secretary
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LEASE FINANCING CORPORATION

Byh@ Y\ﬂm

(Corporate Seal)

. , Attest' m President = J

Ty

The above Iease and all lease rentals and certain other payments
derived therefrom are subject to a secu.rlty interest in favor of an
agent for a certain lender under a certain Securlty Agreement dated as
of the date hereof. This Iease has been executed in eight counter—
parts of which this is Counterpart Number . To the extent that this
Iease constitutes "chattel paper” or other “collateral within the meaning
of the Uniform Commercial Code in effect in any jursidiction, only the
counterpart stamped or marked "Counterpart Number 1" shall constitute
such chattel paper or other collateral.



I-25

QOMMONWEALTH OF PENNSYLVANIA )
) ss:
COUNTY OF PHILADELPHIA )

On this 28th day of June ¢ 1979, before me personally
appeared Charles P. Turnburke,
to me personally known, who, being by me duly sworn, says that he is
Vice President of NATIONAL RATIWAY UTILIZATION CORPORATION,
that one of the seals affixed to the foregoing instrument is the corporate
seal of said corporation, that said instrument was signed and sealed on
behalf of said corporation by authority of its Board of Directors, and
he acknowledged that the execution of the foregoing J.nstrument was the
free act and deed of said corporation.

DV | \
%&M //////54?4? i/////wxz/

Notarxy Public

SEAL

My CommgsiQueEnhiigs:
Notary Public, Phila, Phila. Co.
My Commission Expires Oct. 18, 1982

COMMONWEALTH OF PENNSYIVANTIA )

)ss:
-~ COUNTY OF PHILADELPHIA ) ’
On this  28th day of June , 1979, before me

personally appeared Charles P. Turnburke,

to me personally known, by me duly sworn, says that he is

Vice President of PICKENS RAILROAD COMPANY, that one of the seals
affixed to the foregoing instrument is the corporate seal of said corpor—
ation, that said instrument was signed and sealed on behalf of said
corporation by authorlty of its Board of Directors, and he acknowledged
that the execution of ’cha foregoing instrument was the free act and deed
of said corporation.

//// ////( Loae /////’//w

Notary Public
SERTL,

My Commission Expires:
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STATE OF PENNSYLVANIA )
) ss:
. QOUNTY OF DELAWARE )

On this 28th  day of June, 1979, before me personally appeared
Frank P. Slattery, Jr., to me personally known, who, being by me duly
sworn, says that he is President of ILEASE FINANCING CORPORATION, that
one of the seals affixed to the foregoing instrument is the seal of said
corporation, that said instrument was signed and sealed on behalf of
said corporation by authority of its Board of Directors, and he acknowl-
edged that the execution of the foregoing instrument was the free act
and deed of said corporation.

NG¥ary PobLic
SEAL :

My Camiission Expires: NANCY L. SPEAKER, Notary Pubjj¢

Radngr Two., Dalaware Co,
My Commi.~ - L 4, 1883
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SCHEDULE 1 TO LEASE

Description

Whittaker Corporation 50' 6", 70-ton, Plate "C", 25
(Berwick Forge & Fab—- Rigid Underframe Boxcars

-with 10' 0" Sliding Doors
(Type XM)

Iessee'’s Road Numbers

1-27

Purchase 71
Quantity (Both Inclusive) Unit Tc
NSL 150825 $39,728 $993

through

NSI, 150849

TOTAL PURCHASE PRICE

|

024
O
W

f
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SCHEDULE 2 TO LEASE
CASUALTY VALUES

Rental Percentage

Payment ‘ of Purchase
No. v Price
Interim 108.92
A 105.95
2 105.62
3 105.42
4 105.13 .
5 104.77
e} 103.66
7 103.10
8 102.47
9 101.77
10 100.20
11 99.31
12 92.28
13 91.21
14 89.36
15 ‘ 88.12
16 . ' 86.82
17 85. 44
18 . - B3.24
19 : 81.71
20 74.05
21 12.317
22 70.00
253 68.18
24 66.32
25 64.41
26 61.83
27 : _ 59.82
28 51.71
20 49.60
30 47.03
31 44.87
32 ' . 42.69
3 40.51
34 37.95
35 35.18
36 3z.62
31 31.49
38 29.08.
39 27.02

40 . 25.00



SCHEDULE 3 TO IEASE
DELIVERY POINTS

Upon the expiration or termination of the Iease, the points or areas in
which ILessor may designate a yard or yards to which the Units are to be .

delivered are as follows:

1.

2.
3.
4.
5.
6.
7.
8.

Chicago, Illinois

New York, New York

St. Iouis, Missouri
Washington, D. C.

Atlanta, Georgia

Pittsburgh, Pennsylvania
Cleveland, Ohio

Kansas City, Kansas/Missouri:



1.

2.

. EXHIBIT A to LEASE I~30

Reports

Financial Information: The Lessee will deliver or cause to be

delivered to the lessor and to the Iender (i) as soon as avail-

able, and in any event within 90 days after the end of the applic—~

able accounting periocd, copies of the consolidated balance sheet }
of the lessee as of the end of its first, second and thirxd quar~
terly accounting periods in each of its fiscal years and copies ° :
of the related consolidated statements of income and xetained s

-earnings of the Iessee for the portion of its fiscal year ended

with the last day of such quarterly accounting period, all in reason-—
able detail and stating in comparative form the figures for the cor—.
xesponding date and period in the previous fiscal year, (ii) as soon
as available, and in any event within 120 days after the end of each
fiscal year, copies, in comparative form with the preceding fiscal
year, of the consolidated balance sheet of the Iessee as at the

end of such fiscal year, and of the statements of income and retained:
earnings of the Iessee for such fiscal year, all in xeasonable detail
and stating in comparative form the consolidated figures as of the
end of and for the previous fiscal year, and certified by independent
public accountants of recognized nationzl standing, (iii) as soon

as available, a copy of each published financial report and, if .
requested in writing, the Annual Report to the Interstate Comrerce
Commission which is required to be filed by the lessee and (iv) with -
xeasonzable promptness, such other data and :Lm.ormatlon as from tire
to time may be reasonably requz,sted.

Cextificate as to Defaults: . .

a. ‘The Iessee will deliver ox cause to bz delivered to the Iessor
and the Lendexr (i) as scon as available and in any event within

- 120 days after the end of each fiscal year, a certificate Signed
by the President, any Vice President or the senior financial. offi-~
cer of the lLessee stating that a review of the activities of the
I.essee during such year has been made under his sup=rvision with
- a view to determining whether the Lessee has kept, perforred and -
fulfilled all of its obligations under the Lease and that, to the

. best of his knowledge, the lLessee, during such year, has kept;

- pexforred and fulfilled each and every covenant, obligation and
_condition contained in the Iease, or, if a default shall exist or
have existed, spec1fy1ng such default and the nature and st:atus
thereof.

-
-

b. ‘The Iessee will delivexr or cause to b2 delivered to Lessor and to
Lender, promptly upon any responsible officer's becoming aware of
any condition which constitues an Event of Dzfault under the Iease
or which, after notice or lapse of time oxr both, would constitute
such an Event of Default, written notice spzcifying such condition
and the nature and status thereof. Yor the purposes of this para-—
graph, a "responsible officer” shall mean, with respect to the sub-
ject matter of any covenant, agreerm2nt or obligation of the Xessee
in this Lease contained, any corporate official of the Lessee who, in
the normal performance of his operational IG..,po*HJ.bllltlos, would
have knowledge of such matter and the xeguiremants of this Lease
with resoect therclo.



EXHIBIT B-1

AMENDMENT TO LEASE OF RAILROAD EQUIPMENT

LEASE FINANCING CCRPORATICN, a Pennsylvania corporation ("Lessor")

and NATIONAL RATIWAY UTILIZATION CORPORATION and PICKENS RATL.ROAD oM~
PANY, both South Carolina corporations (collectively, “Lessee"), in
consideration of the mutual covenants herein contained, and for other
good and valuable consideration, receipt of which is hereby acknowledged,
intending to be legally bound hereby, agree with each other as follows:

1. The Lease of Railroad Equipment dated as of June 29, 1979,

Lease No. Y179-1290.4, between lessor and lLessee ("Lease") is amended as
follows:

a. §3.1 of the ILease is amended by replacing the number "60"
in the eighth line thereof with the number "40" and by replacing
the word "October” in the tenth line thereof with the word "August".

b. §4 of the ILease is amended by replacing the word "October"
in the fourth line thereof with the word “"August”.

c. Page I-9 of the Iease is amended by replacing said page
with the page L-9 attached hereto as Exhibit A.

d. §9.2 of the Lease is amended by inserting after the word
"claim" in the eleventh line of the second paragraph thereof the
following:

"known to the Iessee from which liability may be
charged against the Builder under the Purchase
Agreement."

e. §15 of the lease is amended by inserti.ﬁg in the fourth
line thereof, after the word "and", the following:

"the Iease and the Lease Assignment to be".

£f. §15 of the Lease is further amended by replacing the last
sentence with the following: ,

"This Iease and the Security Documents shall be filed
with the Interstate Commerce Commission, the Iease to be filed
prior to the delivery and acceptance hereunder of any Unit and
the Security Documents to be filed prior to the Closing Date
(as defined in the Participation Agreement) and the Iease and
the lease Assignment deposited with the Registrar General of
Canada pursuant to Section 86 of the Railway Act of Canada and
provision made for publication of notice of such deposit in
The Canada Gazette prior to the Closing Date."

g. §17 of the Lease is amended by inserting in the fifth line
thereof on page 1~22, after the word "given", the following:

N,
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"in the same manner”.

h. §2 of the Iease is amended by replacing the number "4" in
the seventeenth line thereof with the number "5".

2. Except as amended by this Amendment to Lease of Railrocad Equip-
ment, the terms of the ILease shall continue in full force and effect in
accordance with its terms.

IN WITNESS WHEREOF, the parties hereto have executed this agreement
by their duly authorized officers as of the 16th day of July, 1979.

LEASE FINANCING CORPORATION

By
Title

(Corporate Seal)

Attest:
Assistant Secretary

NATTONAL RAILWAY UTILIZATION CORPORATION

By
Title

(Corporate Seal)

Attest:
Assistant Secretary

PICKENS RAILROAD COMPANY

By
Title

(Corporate Seal)

Attest:
Assistant Secretary




EXHIBIT A I-9

Except as hereinabove in this § 7 provided, the Lessee shall
not be released from its obligations hereunder in the event of, and
shall bear the risk of, any Casualty Occurrence to any Unit from and
after delivery and acceptance thereof by the Lessee hereunder.

Subject to the following paragraph, the Lessee will, at all
times prior to the return of the Equipment to the Iessor, at its own
expense, cause to be carried and maintained all-risk, physical
loss and damage insurance in respect of the Units in an amount at least
equal to the Casualty Value of such Units at the time subject hereto,
and public liability insurance in amounts (but not less than $3,000,000
per accident) and against risks customarily insured against by others in
the Iessee's industry in respect of similar equipment. All such insurance
shall be in such form and written by such companies as may be reasonably
acceptable to the lessor and Lender. All policies evidencing such
insurance shall contain an agreement by the insurers that should such
policies be cancelled before the expiration date thereof, such insurers
shall endeavor to give at least 30 days' prior written notice to the
Iessor and the Lender. All policies shall name as additional assureds
(as their interests may appear) and as sole loss payees (in the case of
all-risk physical loss and damage insurance in respect to the Units),
the Lessor and ILender, so long as the indebtedness, if any, evidenced by
the Security Documents shall not have been paid in full, and thereafter
to the Iessor and the Lessee as their interests may appear. If the
Lessor shall receive any insurance proceeds or condemmation payments in
respect of a Unit suffering a Casualty Occurrence, the Lessor shall,
subject to the Lessee having made payment of the Casualty Value in
respect of such Unit and provided that no Event of Default (or other
event which, after notice or lapse of time or both, would become an
Event of Default) shall have occurred and be continuing, pay such
proceeds or condemnation payments to the ILessee up to an amount equal to
the Casualty Value with respect to a Unit paid by the Lessee and any
balance of such proceeds or condemnation payments shall remain the
property of the ILessor. All insurance proceeds received by the Lessor
in respect of any Unit not suffering a Casualty Occurrence shall be paid
to the Lessee upon proof satisfactory to the Lessor that any damage to
such Unit in respect of which such proceeds were paid has been fully
repaired, and provided that no Event of Default (or other event which,
after notice or lapse of time or both, would become an Event of Default)
shall have occurred and be continuing.

Anything to the contrary contained in the foregoing paragraph
notwithstanding, the Lessee shall have the right to assume the risk of
loss or damage to the Equipment which would otherwise have been covered
under the all-risk physical loss and damage insurance otherwise required
under the preceding paragraph (but not the risks covered by public liabil-
ity insurance or other risks customarily insured against by others in Lessee's
industry) so long as lLessee's net worth shall be at least $6,000,000 and dur-
ing any twelve-month period ILessee shall not have incurred a cash loss of
earnings (net loss less non-cash items such as depreciation included in the
computation of such net loss) in excess of $1,000,000, such computations
to be made in



072479 - EXHIBIT C

PROMISSORY NOTE
{NON-RECOURSE)

$794,560 Radnor, Pennsylvania
as of June 29, 1979

LEASE FINANCING CORPORATION ("Maker"), a Pennsylvania corporation,
for value received, hereby promises to pay to the order of GIRARD BANK (“Payee"),
One Girard Plaza, Philadelphia, Pennsylvania 19101 , or at such other place
in the United States as the holder hereof may from time to time designate
in writing to the Maker, the principal sum of SEVEN HUNDRED NINETY-FOUR
THOUSAND FIVE HUNDRED SIXTY AND 00/100 DOLLARS ($794,560) together with
interest thereon at an annual rate of 11.5% in 41 consecutive quarterly
installments beginning on August 1, 197Y and continuing on the same day
of each quarter thereafter to and including August 1, 1989 in the following
amounts:

On August 1, 1979, a payment in the amount of the interest
accrued for each day from and including July 27, 1979 to
August 1, 1979;

On November 1, 1979 and on the same day of each quarter annual period
thereafter to and including August 1, 1989, a payment of pr1nc1pal

and interest in the amount appllcable to such payment date as set forth
on Schedule A attached hereto.

Interest hereunder shall be computed on the basis of a 360—day year of twelve
30~day months.

This Note is secured under and is subject to the terms of a security agreement
between Maker and Payee dated as of the date hereof (“Security Agreement"),
which assigns and grants to Payee a security interest in that certain lease
under which National Railway Utilization Corporation and Pickens Railroad
Company are lessees and Maker is lessor, dated as of June 29, 1979, as amended,
Lease No. Y179-1290.4 (the "Lease"), and in the units of railway rolling

stock which are the subject of such Lease. Reference is hereby made to the
Security Agreement for the terms on which this Note is secured and payable.
Presentment, notice of dishonor and protest are hereby waived by Maker and

all sureties, guarantors and endorsers hereof.

If any installment due hereunder is not paid on the due date thereof, an
amount equal to interest at a rate per annum equal to 15% (or the maximum per
annum rate of interest permitted by law, whichever is less) shall be due and
payable on such installment from and including the date such installment was
due until such installment is paid.
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All sums received by Maker or by or Payee as assignee pursuant to
Section 7 of the Lease, as well as the net proceeds received upon any sale or
disposition of any of the equipment in respect of which this Note was issued,
shall be applied to the prepayment of this Note in accordance with the provisions
of the Security Agreement. In the event of any prepayment of this Note pursuant
to the provisions of this paragraph, the amount of the installments thereafter
coming due hereunder shall be reduced by an amount which bears the same proportion
to the installments which would have been due hereunder, except for such prepayment,
as the proportion of the principal amount so prepaid bears to the total remaining
principal balance hereof due and owing immediately prior to such prepayment.
Except as hereinbefore provided, this Note shall not be prepayable in whole
or in part.

ANYTHING HEREIN TO THE CONTRARY NOTWITHSTANDING, EXCEPT AS PROVIDED IN THE
NEXT PARAGRAPH OF THIS NOTE, THIS NOTE IS A NON-RECOURSE OBLIGATION OF THE MAKER
AND THE LIABILITY OF THE MAKER TO MAKE PAYMENTS OF PRINCIPAL OF AND INTEREST
ON THIS NOTE IS LIMITED SOLELY TO "INCOME AND PROCEEDS FROM THE EQUIPMENT"
AS DEFINED IN THE SECURITY AGREEMENT AND NO HOLDER OF THIS NOTE SHALL BHAVE
RECOURSE TO THE MAKER OR TO ANY OTHER ASSETS OF THE MAKER IN THE EVENT THAT
SUCH INCOME AND PROCEEDS OF EQUIPMENT SHALL NOT BE SUFFICIENT FULLY TO DISCHARGE
THE LIABILITY OF THE MAKER HEREUNDER. For recovery upon default by Maker
in the payment of amounts due hereunder, including without limitation any
interest due or any installment not paid when due, the holder hereof shall
have resort to the "income and proceeds from the Equipment" and not to any
other of Maker's property. Nothing herein shall restrict the holder hereof
from instituting a suit or obtaining a judgment against Maker or from exer-—
cising any other right or remedy under the Security Agreement, provided,
however, any judgment entered in any action for recovery of amounts due
hereunder against Maker shall not be a lien against any other property of
Maker, and such holder shall execute and deliver all documents and take
all such other action as may be necessary to release of record from any
such lien such other property of Maker.

Nothing contained in the foregoing shall be deemed to limit or release
Maker from any direct and personal liability of Maker to Agent for Maker's breach
of its representations, warranties and agreements contained in Paragraph A.4. of
the Security Agreement. The terms of this Note and all rights and obligations
hereunder shall be governed by and construed in accordance with the laws of
the Commonwealth of Pennsylvania.

LEASE FINANCING CORPORATION
(Corporate Seal)

By
Attest: Senior Vice President

Secretary



PAYMENT DUE

NUMBER

MmN

N ellesitNNe

10

12
13

DATE

YEAR 79
i1

ANNUAL
TOTALS

YEAR 80
2 1
5 1
8 |
I

ANNUAL

TOTALS

YEAR 8)
2 1
5 1
8 1
ol
ANNUAL
TOTALS

YEAR 82
2 1
5 1
8 |
1T 1

ANNUAL
TOTALS

YEAR 83
2 1
5 |
8 1
|

ANNUAL

TOTALS

YEAR 84
2 i
5
8 1
g1
ANNUAL
TOTALS

SCHEDULE A
IEASE FINANCING CORPORATION
PROMISSORY NOTE

TO
RENT s:s::2:lFC:sess TOTAL P&l INTEREST
33753.90 70.47 33683.43 22843.60
33753.90 33683.43
70.471 : 22843,60
33753.90 70.47 33683.43 22531.95
33753.90 70.47 33683.43 22211.35
33753.90 70.47 33683.43 21881.53
33753.90 70.47 33683.43 21542,.22
135015.60 134733.72
281.88 88167.05
33753.90 70.47 33683.43 21193.16
337553.90 70.47 33683.43 20834.07
33753.90 70.47 33683.43 20464 .65
337155.90 70.47 33683.43 20C84.61
135015.60 134733.72
281.88 82576.49-
2375%.90 70.471 33683.43 19693.64
23755.90 70.47 33683.43 19291.44
337532.90 70.47 33683.43 18677.67
33753.90 70.47 33683.43 18452.00
135015.60 134733.72
281.88 76314.75
33752.90 70.47 336832.43 18014.10
33753.90 70.47 33683.43 17563.60
33753.90 70.47 33683.43 17icC.16
3375%.90 70.47 33683.43 16623.39
135015.60 134722.72
281.88 69301.25
337153.90 T0.47 33683.43 16132.91
33753.90 70.47 33683.43 15628.34
23153.90 70.47 33683.43 15109.25
337153.90 70.47 33683.43 14575.24
135015.60 134753.72
281. 88 61445.74

Page 1 of 2

PRINCIPAL

10839.83
10839.83

11151.48
11472.08
11801.90
12141, 21

46566,67

12490.27
12849. 36
13218.78
13598.82

52157.23

13989.79
14391.99
14805.76
15231.43

58418.97

15669.33
16119.85

16583,27

17060.04

65432.47

17550.52
18055.09
18574.18
19108.19

73287.98

BALANCE

794560, 00

183720. 17

112568.69
761096.61
149294.71
137153.50

124663.23
111813.87
6986595, 09
684496.27

671006.48

656614.49
641808, 713
626577.3C

610¢07.97
504788, 14
578204.87
561144.83

543594.31
525539, 22
506965.04
487856.85



26

28
29

34
35
36

38

40

YEAR 85
2 1
5 1
8 |1

A

ANNUAL
TOTALS

YEAR 86
2 1

5 1
8 |
11
ANNUAL

TOTALS

YEAR 87
2 |
5 1
8 1
[ |

ANNUAL
TOTALS

YEAR &8
2 |
5 1
8 |1
et

ANNUAL
TOTALS

YEAR 89
2 1
5 |
8 1

ANNUAL
TOTALS

GRAND
TOTALS

23752.90
33753.90
33753.90
337153.90

135015.60

33752.90
33753.90
337153.90
33753.90

135015.60

23753.90
33153.90
33753.90
23753.90

135015, 60

33753.90
33753.90
23753.90

d101261.70

1550156, 00

SCHEDULE A

Page 2 of 2

IEASE FINANCING CORPORATION

70.47
70.47
70.47
70.47

281.88

70.47
10.47
70.47
70.47

281.88

70.47
70.47
70.47
70.47

281.88

70.47
70.47
70.47
70.47

281.88

70.47
10.47
70,72

211.66

2819.05

PROMISSORY NOTE

33683.43
33683.43
33683.43
33683.43

134733.72

33683.43
33683.43
33683.43
33683.43

134733.72

23683.43
33683.43
33683.43
33683,.43

1347735.72

33683.43
33683.43
33683.43
33683.43

134733.72

33683.43
33683.43
33683.18

101050.04

1347336.95

14025.88
13460.73
12879.33
12281.21

52647.15

11665.90
11032.89
10381.69

9711.76

42792.24

9022.58
8313.58
7584.20
6833.84

21754.20

6061.92
5267.80
4450.85
3610.41%

19390.98

2745.81
1856.36
941.33

5543.50

552716.95

19657.55
20222.70
20804. 10
21402. 22

82086.57

22C17.53
22650.54
23301.74
23971.67

921941.48

24660.85
25369.85
260%9.23
26849.59

10297%9.52

27621.51
28415,63
292:2.58
30073.02

115342.74

30937.62
31827.07
32741.85

95506.54

194560, 00

468199.30
447976.60
427172.50
405770.28

383752.75
361102.21
337800.47
313828.80

289167.95
263798. 10
237098.87
210849.28

183227. 77
154812.14
125579.56
95906.54

64568.92
32741.85
.00
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EXHIBIT D

SECURITY AGREEMENT

THIS SECURITY AGREEMENT dated as of June 29, 1979 between LEASE FINANCING
CORPORATION, a Pennsylvania corporation, with its principal place of busi-
ness at Suite 400, 3 Radnor Corporate Center, 100 Matsonford Road, Radnor,
Pennsylvania 19087 (the 'Debtor™) and GIRARD BANK (the "Secured Party"),

a Pennsylvania banking corporation , with an office at One Girard Plaza,
Philadelphia, Pennsylvania 19101.

To secure the due and punctual payment of the principal and interest payable
under the Debtor's non-recourse promissory Note (the "Note') of even date
herewith payable to the order of Secured Party, in the principal amount

of $794,560.00, and any and all other promissory notes hereafter at any

time issued in replacement or extension thereof by Debtor, and to secure
Debtor's obligations hereunder and under a certain Participation Agreement
dated as of June 29, 1979 ("Participation Agreement") among Debtor, Secured
Party and the Lessee (as hereinafter defined), Debtor hereby assigns, transfers,
mortgages and pledges to the Secured Party and grants to the Secured Party

a security interest in the following described collateral and in all proceeds
thereof (“Collateral"):

1.

all of the Debtor's right, title and interest in that certain Lease
of Railroad Equipment dated as June 29, 1979, Lease No. Y179-1290.4,
in which NATIONAL RAILWAY UTILIZATION CORPORATION and PICKENS RAILROAD
COMPANY are lessees ('Lessee") and Debtor is lessor, as amended by
that certain Amendment to Lease of Railroad Equipment dated as of
July 16, 1979, (the "Lease"), and all rentals and other moneys
payable thereunder, including all proceeds of insurance, condemnation
and requisition proceedings and sales or other dispositions of

the property subject thereto and all the Debtor's rights, power

and remedies herein and thereunder (but none of its duties or obli-—
gations thereunder, if any), including without limitation all the
Debtor's rights to give and receive any notice, consent, waiver,
demand or approval under or in respect of such Lease, to exercise

any election or option thereunder or in respect thereof, to accept
any surrender of the property subject to the Lease, to execute

and deliver any bill of sale for any such property, and to do all
other things which the Debtor is entitled to do under such Lease;

subject to the rights of the Lessee under the Lease, all the equipment
listed on Schedule 1 attached hereto (the "Equipment"), which Equip—-
ment is leased to the Lessee pursuant to the Lease, and all the
Debtor's right, title and interest in the Equipment and in all parts,
fittings, accessories, accessions, substitutions and replacements
therefor or thereof, and all contract rights, chattel paper, accounts,
rentals, fees, income and proceeds arising from and in connection
with the use of the Equipment; and

all of the Debtor’'s rights and interests (but none of its duties and
obligations) in and under that certain Purchase Agreement Assignment
relating to the Equipment dated the date hereof by and between the
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Debtor and National Railway Utilization Corporation (''Purchase
Agreement Assignment").

Notwithstanding the foregoing, the Secured Party agrees that it shall have
no security interest in that certain Income Tax Indemnification Agreement
dated as of the date hereof by and between Debtor and Lessee or in any sums
due thereunder.

In furtherance of the foregoing, Debtor has executed an assignment of lease
("Lease Assignment'') dated as of the date hereof and annexed hereto as Exhibit
A, and the Debtor hereby irrevocably constitutes and appoints Secured Party
as its attorney-in-fact, with full power of substitution and revocation, in
the name of the Debtor or otherwise to demand, enforce, collect, receive and
receipt and give releases for any payment or indemnity becoming due or arising
under the Lease or any policy of inmsurance relating to the Equipment or any
Collateral (including any return of insurance premiums), to endorse and
collect any checks, drafts or other instruments payable to the Debtor therefor,
and to do and take all such other actions as are referred to above relating

to the Lease, the Equipment or other Collateral, to file any claims or
institute any proceeding for the foregoing which Lender deems mnecessary, and
to compromise any such demand, claim or action.

So long as any amount remains owing on the Note, without Secured Party 's
prior written consent, the Debtor will not itself grant any consent or waiver
under the Lease, give any notice thereunder or otherwise exercise any rights,
powers or remedies of the Lessor thereunder (except as permitted by the next
paragraph hereof), or agree to any release of any obligation of the Lessee
thereunder or to any amendwment, modification or termination thereof. The
Debtor hereby consents to and waives notice of the granting by Secured Party
as assignee and secured party hereunder of indulgences to Lessee or extensions
of time for payment of any obligations of Lessee under the Lease, Secured
Party 's taking or releasing of any security for the obligations of the Lessee
under the Lease, Secured Party 's acceptance of partial payments on the Lease
or settlement, compromising or compounding of any obligations of any person,
primarily or secondarily liable on or with respect to the Lease, all in such
manner and at such time or times as Secured Party may reasonably deem
advisable.

The Secured Party hereby agrees with the Debtor that the Secured Party
will not, so long as no Event of Default under the Lease or this Agreement
has occurred and is continuing without the prior written consent of the
Debtor, seek to avail itself of or to enforce any rights, powers, privileges,
-authorizations or benefits to the extent that the benefit thereof inures
solely to the Debtor under Sections 6 and 9 of the Lease. If the Secured
Party does not seek to collect that portion of the payments which would
otherwise be payable to the Debtor pursuant to Paragraph H hereof, Debtor
shall have the right, for only so long as no Event of Default or event which,
after notice or lapse of time or both would become an Event of Default under
the Lease or this Agreement has occurred and is continuing, to proceed by
appropriate court action or actions, either at law or in equity, to enforce
performance by the Lessee of such obligations or to recover damages for the
breach thereof as provided in Section 10 of the Lease, but may not, without
the prior written consent of the Secured Party , declare an Event of Default
under or terminate the Lease provided, however, that the exercise of Debtor's



rights to enforce performance or to recover damages shall always be subject
to the rights of the Secured Party under the Lease Assignment and this
Agreement. Notwithstanding the provisions of the Lease or this Agreement,
should the Lessee default in the observance or performance of any obligations
contained in Sections 6 or 9 of the Lease to the extent that the benefit
thereof inures solely to the Debtor, and such default shall continue for 30
days after written notice thereof from the Debtor to the Lessee, the Debtor
shall have the right (but only so long as no Event of Default or event which
after notice or lapse of time or both would become an Event of Default under
the Lease or this Agreement shall have occurred and be continuing) to proceed
by appropriate court action or actions, either at law or in equity, to enforce
performance by the Lessee of such obligations or to recover damages for the
breach thereof as provided in Section 10 of the Lease (which shall constitute
collateral security for the payment and performance of the obligations of the
Debtor under the Note and under this Agreement and shall be applied as herein
provided), but may not, without the prior written consent of the Secured
Party , declare an Event of Default under or terminate the Lease.

After the occurrence of an Event of Default, the Secured Party agrees to
(i) permit the Debtor (at Debtor's expense) to enforce performance by the
Lessee or to seek to recover damages from the Lessee for the breach of any
obligations of the Lessee contained in Sections 6 or 9 of the Lease to the
extent that the benefit thereof inures solely to the Debtor (but the Debtor
shall not have the right to terminate the Lease without the prior written
consent of the Secured Party ) or (ii) enforce (at Debtor's expense) such
performance by, or seek to recover such damages from the Lessee; provided,
however, that payments received pursuant to this sentence shall constitute
collateral security for the payment and performance of the obligations of

the Debtor under the Note and this Agreement and shall be applied as herein
provided. The rights of the Debtor contained in this paragraph shall not
affect the rights of the Secured Party , before or after the occurrence of
an Event of Default under the Lease or this Agreement, which arise under or
with respect to Sections 6 or 9 of the Lease, and shall not be deemed to
prohibit or limit in any way the right of the Secured Party to enforce any
of the rights and remedies under Section 10 of the Lease.

A. REPRESENTATIONS, WARRANTIES AND AGREEMENTS — Debtor represents, warrants
and agrees that:

1. there have been delivered to and accepted by the Lessee, pursuant
to the Lease, the units of Equipment described in Schedule 1 hereto,
which units have an aggregate Purchase Price (as defined in the
Lease) equal to at least 125% of the original principal amount of
the Note. The Lease provides for the payment, on or before the
installment payment dates of the Note, of rentals in amounts at
least equal to the amounts of such installments of principal and
interest under the Notes. The counterpart of the Lease designated
as chattel paper under the Uniform Commercial Code, Counterpart No.
1 has been delivered to Secured Party ;
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the Debtor has good and marketable title to the units of Equipment
referred to in subparagraph 1 above, free and clear of all liens,
claims and encumbrances, subject only to the interests therein of
the Lessee under the Lease and the  Secured Party hereunder;

the Debtor has to its knowledge filed all tax returns, federal,
state, municipal, or otherwise, required of it and is not

in default in respect of the due and punctual payment of

any taxes payable by Debtor; and no liens for nonpayment

of taxes by Debtor exist upon any property, including the
Equipment, or other assets of Debtor;

(a) it is a corporation duly organized, validly existing and in good
standing under the laws of the Commonwealth of Pennsylvania and

has all requisite power and authority to enter into the Lease,

this Agreement, the Lease Assignment, the Participation Agreement,
the Purchase Agreement Assignment and the Note, all of which have
been duly authorized, executed and delivered by Debtor, and
constitute the legal, valid and binding obligations of the Debtor,

"enforceable in accordance with their terms except as limited by

bankruptcy and other laws affecting creditors rights generally,

and to consummate the transaction contemplated hereunder and there-—
under; (b) the Debtor has not executed any other assignment of the
Lease and its right to receive any payments under the Lease and

its right, title and interest in and to the Equipment, the Lease

and the other Collateral are, and will continue to be, free and
clear of any and all liens, agreements or encumbrances (except

this Agreement and the rights of the Lessee under the Lease) created
or suffered by any act or omission on the part of the Debtor (other
than any act or omission in respect of which the Lessee has assumed
responsibility under the Lease); (c) the Debtor has received no
advance rental or other payments under the Lease and it will not
accept any payments under the Lease for its own account except as
permitted in this Agreement; (d) Debtor has performed all obligations
on its part to be performed under the Lease on or prior to the

date hereof and will perform any such obligations during the terms
of the Lease; and (e) to the knowledge of the Debtor, there has

not occurred on the date hereof any Event of Default or other

event which after notice of lapse of time or both would become an
Event of Default under the Lease or this Agreement;

the making and performance by the Debtor of this Agreement, the Note,
the Lease, the Participation Agreement and the Purchase Agreement
Assignment and the borrowing and execution and delivery of the Note
will not violate any provision of law or of the charter documents

or by-laws of Debtor, or constitute a default under or result in

the creation of any lien, charge or encumbrance upon any property

or assets of the Debtor pursuant to any agreement, indenture or

other instrument to which the Debtor is a party or by which it may
be bound;

there are no actions, suits or proceedings pending or, to the
knowledge of the Debtor, threatened, against or affecting the Debtor
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2. the failure by Debtor to pay any other amount when due hereunder or
perform any other obligation required by this Agreement or the Lease
Assignment or the Participation Agreement, and such failure shall
continue for twenty (20) days after Secured Party shall have given
the Debtor written notice thereof;

3. the occurrence of an Event of Default under the Lease (as
defined therein);

4. the adjudication of the Debtor as bankrupt or insolvent, or the
entry of an order appointing a receiver or trustee for the Debtor or
any of its property or approving a petition seeking reorganization,
arrangement, composition, adjustment of the debts, liquidation or
dissolution of the Debtor under the Bankruptcy Act or any simmilar law
of the United States or any state or other competent jurisdiction, or
the filing by the Debtor of a petition or answer seeking or consenting
to any of the foregoing, or the filing of a petition against the Debtor
seeking any of the foregoing which is not dismissed within sixty (60)
days, or the making by the Debtor of a general assignment for the
benefit of creditors; or

5. the occurrence of a breach of any of the Representations, Warranties
and Agreements under Paragraph A hereof.

D. REMEDIES - At any time after the occurrence of an Event of, Default and while
the same remains uncured, Secured Party may declare, by written notice to the
Debtor, the entire unpaid balance of the principal of the Note and interest
accrued thereon to be immediately due and payable, and, in addition, Secured
Party shall bave and may exercise all the rights and remedies of a secured party
under the applicable Uniform Commercial Code or other applicable law, including
the right, subject to prior rights, if any, of the Lessee under the Lease, to
take possession of any Equipment or other Collateral not then in Secured Party's
possession and to dispose of it, or the Debtor's interest therein, at public

or private sale, at which Secured Party , subject to the provisions of applicable
law, may be the purchaser.

Any notice of any such sale required by law shall be deemed reasonably and
sufficiently given to the Debtor if given at least 15 days prior to the date
thereof at the address and in the manner herein provided for notices. The proceeds
realized by the Lender on the exercise of any of its remedies shall be applied to
the obligations secured by this Agreement in accordance with the provisions of
Paragraph I and Debtor will be entitled to any surpluses thereaiter. No delay or
omission on Secured Party 's part to exercise any right hereunder will impair

any such right or be construed as a waiver of any default or any acquiescence
therein.

No waiver of any default hereunder will affect any later default or impair any of
Secured Party 's rights hereunder. No single, partial or full exercise of any
rights by Secured Party will preclude further or other exercise thereof. The
remedies provided for herein shall not be deemed exclusive, but are cumulative
and in addition to all other remedies available under applicable law.
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E. LIMITATION OF THE DEBTOR'S LIABILITY - Subject only to a breach by the Debtor
of its representations, warranties and agreements under subparagraph 4 of Para-
graph A hereof or under Paragraph 2(a) of the Participation Agreement (for

which breach Debtor's liability shall not .be subject to any of the limitations
set forth in this Paragraph E.) and notwithstanding any other provision of

this Agreement, the Participation Agreement or of the Note, it is understood

and agreed that all payments to be made by the Debtor under or pursuant to

this Agreement, and the Note (other than payments which Debtor voluntarily

may choose to make to cure a Rental Default (as hereafter defined) pursuant

to Paragraph H hereof) will be made only from the "income and proceeds from

the Equipment'" (as defined in this paragraph) and the Debtor's liability hereunder,
under the Participation Agreement and under the Note will be limited thereto.

For recovery upon default by the Debtor in the payment or performance of any

of its obligations hereunder and under the Note, Secured Party will have recourse
solely to the "income and proceeds from the Equipment" and not to any other
property of the Debtor. Secured Party will not proceed for the collection

of any amount payable hereunder and under the Note, against, or execute upon,

any other assets of the Debtor. Any judgment entered in any action for recovery
of any amount due hereunder and under the Note against the Debtor will not

be a lien against any other property of the Debtor, and Secured Party agrees,

at Debtor's expense, to execute and deliver all documents and take all such

other action as may be necessary to release of record from any such lien such
other property of the Debtor. As used herein, the term "income and proceeds

from the Equipment" means

1. if an Event of Default shall have occurred hereunder and while it
shall be continuing or an event shall have occurred which with the
lapse of time and/or notice provided for in the Lease or hereunder
could constitute an Event of Default thereunder or hereunder and until
such event shall either become an Event of Default or be cured or
otherwise not be capable of maturing into an Event of Default, so much
of the following amounts as are indefeasibly received by the Debtor
under the Lease or by the Secured Party as Assignee pursuant to the
Assignment at any time after such occurrence and during the continuance
thereof: (a) all amounts paid under the Lease including, without
limitation, rentals and late charges in respect thereof and amounts in
respect to Casualty Occurrences (as defined in the Lease) paid pursuant
to the Lease for or with respect to any Equipment, (b) any and all
payments or proceeds so received by the Debtor or the Secured Party as
Assignee under the Lease or otherwise for or with respect to the
Equipment as the result of the sale, lease or other disposition thereof,
and (c) any and all sums received by Debtor or the Secured Party as
assignee of Debtor under Section 10 of the Lease or pursuant to the
Purchase Agreement Assignment, and

2. at any other time, only that portion of the amounts referred to in
the foregoing clauses (1)(a), (1)(b) and, with respect to amounts
received pursuant to the Purchase Agreement Assignment, (1)(c) as are
indefeasibly received by the Debtor or the Secured Party as Assignee
and as shall equal the portion of the unpaid principal balance of the
Note, accrued interest thereon and all other amounts payable by the
Debtor hereunder (including prepayments in respect of Casualty



e

Occurrences ), which are then due and payable on the date such amounts
were received by the Debtor or the Secured Party as Assignee or were
required to be paid to the Debtor pursuant to the Lease; it being
understood that "income and proceeds from the Equipment® shall in no
event include amounts referred to in the foregoing clauses (1)(a),
(1)(b), and with respect to amounts received pursuant to the Purchase
Agreement Assignment, (1)(c) which were received by the Debtor or the
Secured Party as Assignee when no such Event of Default or otner
event which with the lapse of time and/or notice provided for in the
Lease or hereunder could constitute an Event of Default thereunder or
hereunder had occurred and was continuing and which exceeded the amount
required to discharge the portion of the unpaid principal balance of
the Note, accrued interest thereon and all other amounts payable by the
Debtor hereunder, including prepayments thereof required in respect of
Casualty Occurrences, which are due and payable on the date when such
amounts were received by the Debtor or the Secured Party as Assignee
or were required to be paid to the Debtor pursuant to the Lease.

Nothing herein contained shall limit, restrict, or impair Secured Party 's right
to accelerate payment of the Note upon the occurrence of the Event of Default, to
bring suit and obtain a judgment against the Debtor on the Note or this Agreement
for the full amount of the unpaid principal of the Note, interest thereon and all
other amounts payable by the Debtor pursuant hereto (provided that the liability
of the Debtor on any such judgment and the satisfaction thereof shall be limited
as hereinabove provided), or to exercise (subject to any rights of Lessee under
the Lease) Secured Party 's rights and remedies hereunder with respect to the
Collateral, including the Equipment and the Lease (including the right to enforce
Secured Party 's rights, as Assignee, under the Lease and to dispose of the
Equipment and the Lease and to recover from the proceeds thereof the full amount
of the unpaid principal of the Note, interest thereon and all other amounts
payable by the Debtor pursuant hereto).

F. PREPAYMENT OF NOTE - If any amount shall become due and payable to the Debtor
or the Secured Party as Assignee pursuant to Section 7 of the Lease because of
a Casualty Occurrence (as defined in the Lease) with respect to any units of
Equipment ("Casualty Value'), then, thereupon, an amount, computed as hereinafter
set forth, will be due and payable on account of the principal of and interest
accrued on the Note on the date the Casualty Value is due and payable under the
Lease. The Secured Party will accept all sums paid to it pursuant to Section 7
of the Lease with respect to Casualty Occurrences (as therein defined) of Equipment
and, unless an Event of Default or event which, after notice or lapse of time or
both, would become an Event of Default under this Agreement or under the Lease,
shall have occurred and be continuing, (in which event all such amounts shall be
held by Secured Party to satisfy the obligations of the Debtor as provided in
Paragraph I) shall apply those portions of such sums hereinafter stated for the
account of the Debtor and, immediately following application of rentals to the
payment of principal and interest accrued on such date, to the prepayment of
principal of the Note. The portion of such sums to be so applied to prepayment
of the principal of such Note in respect of any Casualty Occurrence shall be that
portion thereof as shall be equal to (i) 80% of the Purchase Price (as

defined in the Lease) of the Equipment having suffered such Casualty Occurrence
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less (ii) the aggregate amount of payments of principal theretofore made on such
Note (including payments out of accrued rentals made on such date but excluding
all prepayments in respect of Casualty Occurrences) in respect of an original
principal amount equal to 80%Z of the Purchase Price of such Equipment,
considering for this purpose that each payment of principal on the Note was
applicable to reduction of the fimancing for the Purchase Price of each unit of
Equipment on a pro rata basis. The remainder of such sums shall be paid to the
Debtor. In the event of any partial prepayment of the principal of the Note
pursuant to the preceding sentences of this Paragraph F, the amount of each
installment payment thereon thereafter coming due will be reduced by an amount
which bears the same proportion to the amount of such installment which would
have been due in the absence of such prepayment as the amount of such principal
prepayment bears to the unpaid principal balance outstanding immediately prior to
such prepayment, and the Debtor shall promptly prepare and distribute to the
holder of such Note revised schedules of payments reflecting such reduction.

G. COLLECTION EXPENSE — In addition to all other amounts payable hereunder and
under the Note, the Debtor will pay all Secured Party ‘s reasonable expenses,
including attorneys' fees, incurred from time to time in enforcing its rights and
remedies hereunder, under the Note or under the Lease. If Secured Party brings
suit (or files any claim or petition in any bankruptcy, reorganization, insolvency
or other proceeding) to enforce any of its rights (or other recovery or relief),
Secured Party may recover in such action (or other proceeding), in addition to
all other amounts payable hereunder and thereunder, its reasonable expenses in
connection therewith, and the same shall be included in such judgment (or other
form of award).

H. COLLECTION OF RENTALS —~ Secured Party will, on behalf of Debtor, collect

and receive from the Lessee all rentals and other money payable pursuant to the
Lease, and the Secured Party , except as otherwise provided in this Agreement,

may take all such action as may be necessary or desirable to demand, enforce,
collect, receive and receipt for all such payments and otherwise enforce compliance
by Lessee with all terms and provisions of the Lease. To the extent indefeasibly
received, the Secured Party will apply such payments first, in the manner
specified in Paragraph I hereof, and second, so long as no Event of Default or
event which, with the lapse of time and/or notice provided for in the Lease or
hereunder could constitute an Event of Default thereunder or hereunder shall have
occurred and be continuing, any balance shall be deemed to be held by the Secured
Party in trust for the Debtor and shall be paid immediately to the Debtor, by

bank wire to the Debtor at such bank as may be specified to the Secured Party

in writing, and such balance shall be retained by the Debtor. All payments received
by Secured Party at such time as an Event of Default shall have occurred and be
continuing which otherwise, in whole or in part, would be remitted to Debtor as
aforesaid shall be retained by Secured Party and applied to satisfy Debtor's
obligations under the Note and this Agreement. All payments received by Secured
Party at such time as there shall have occurred an event which with the lapse
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of time and/or notice provided for in the Lease or hereunder could constitute an
Event of Default thereunder or hereunder which otherwise, in whole or in part,
would be remitted to Debtor as aforesaid shall be retained by Secured Party
until such event shall either become an Event of Defanlt (in which case such
monies shall be applied as aforesaid), or be cured or otherwise not be capable

of maturing into an Event of Default (in which case such monies shall be remitted
to Debtor as aforesaid). The Debtor agrees that all payments received by the
Debtor from the Lessee which are payable to the Secured Party pursuant to this
Agreement shall be held in trust for the Secured Party and shall be immediately
paid to the Secured Party -

If the Secured Party shall not receive any quarterly installment of rent
under the Lease when due ("Rental Default'), the Secured Party shall notify

the Debtor at the address set forth in the Lease; provided, however, that

the failure of the Secured Party to so notify the Debtor shall not affect

the obligations of the Debtor hereunder or under the Note. Secured Party

agrees that notwithstanding the provisions of Paragraph C.3. hereof, the
Secured Party will not exercise any of its rights or remedies under the

Note, this Agreement or the Lease (including, but not limited to acceleration
of the payment due under the Note and under the Lease) solely by reason

of a Rental Default if (i) the Debtor shall have made all payments required

by this Agreement and the Note and there has occurred no Event of Default under
this Agreement other than the default under Paragraph C.3. arising by reason of a
Rental Default and (ii) a Rental Default has not occurred more than once during
the preceding eighteen (18) months. )

I. APPLICATION OF PAYMENTS — All payments indefeasibly received by the Secured
Party which are to be applied in satisfaction of the Debtor's obligations under

the Note and this Agreement shall be applied, first, to the payment of costs and
expenses due to the Secured Party pursuant to Paragraph G, if any, second, to

the payment of accrued interest on the Note, and thereafter to the payment of
principal and all other amounts payable thereunder. Payments indefeasibly received
by Secured Party 1in excess of the amounts necessary to satisfy Debtor's
obligations as aforesaid shall be remitted to Debtor as provided in Paragraph H
above.

J. EXCHANGE OF NOTES - Upon surrender of any Note at the office of the Debtor,
the Debtor, at the request of the Secured Party , will execute and deliver new
notes in exchange, in denominations requested by such Secured Party , in an
aggregate principal amount equal to the unpaid principal amount of the surrendered
Note. Such new notes shall be payable to such party as such Secured Party my
request, shall be substantially in the form of the Note, with appropriate changes,
and shall be dated and bear interest from the date to which interest has been

paid on the surrendered Note. When issued, such notes shall be deemed to be
included in the term "Note" as used herein.
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K. MULTIPLE NOTES - If more than one Note is outstanding at the time any
application of payments is made pursuant to Paragraphs £ and I hereof, the
application shall be made on all outstanding Notes ratably in accordance with the
principal amount remaining unpaid thereon and on the installments of each Note,
respectively.

L. NOTICES - All notices, declarations, requests, consents and other communications
given hereunder or in connection herewith or with the Note shall be in writing

and shall be deemed to have been given when delivered or deposited in the United
States mail, registered or certified, postage prepaid, addressed to Debtor at its
address stated above, to the Secured Party at its address stated below, or to
such other address as any such party may hereafter specify by written notice to

the other.

M. OTHER AGREEMENTS - All references in this Agreement to obligations of Debtor
pursuant to this Agreement or payments required to be made pursuant to this
Agreement shall for all purposes include, regardless of whether expressly stated
any obligations of the Debtor for payments required by the Debtor pursuant to the
Lease Assignment or the Participation Agreement.

N. APPLICABLE LAW — This Agreement and the Note shall be construed and enforced
in accordance with, and the rights of the parties shall be governed by, the laws
of the Commonwealth of Pennsylvania.

0. SEVERABILITY — Any provision of this Agreement which is prohibited or
unenforceable in any jurisdiction shall be, as to such jurisdiction, ineffective
to the extent of such prohibition or unenforceability without invalidating the
remaining provisions hereof, and any such prohibition or unforceability in any
jurisdiction shall not invalidate or render unenforceable such provision in any
other jurisdictiom.

P. SUCCESSORS AND ASSIGNS ~ This Agreement will bind and inure to the benefit of
the respective successors and assigns of the parties hereto, including any holder,
as such, of any Note, by acceptance of an assigament hereof or of any Note. Each

of the Secured Party 's successors or assigns (including any holder, as such, of
any Note) will be deemed to have agreed to be bound by the provisions hereof and

of the Note and Secured Party 's undertakings hereunder and thereunder, especially
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Liability".
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EXECUTED as of the date first above written.

(Corporate Seal)

Attest:

LEASE FINANCING CORPORATION

By:

Title: Sr. VicePresident

Secretary

(Corporate Seal)

Attest:

GIKARD BANK

By:

Title:

Secretary

Address for notices:

Girard Bank

One Girard Plaza

Philadelphia, Pennsylvania 19101
Attention: Commercial Loan Dept.



COMMONWEALTH OF PENNSYLVANIA :
SS:
COUNTY OF DELAWARE :

On this 25th day of JulY, 1979, before me personally appeared
Richard E. Caruso , to me personally known, who, being
by me duly sworn, says that he is Senior Vice President
of LEASE FINANCING CORPORATION, that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that said instrument was
signed and sealed on behalf of said corporation by authority of its Board of
Directors, and he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Notary Public

My Commission Expires:

COMMONWEALTH OF PENNSYLVANIA :
SS:
COUNTY OF PHILADELPHIA :

On this  25th day of July, 1979, before me personally appeared

, to me personally known, who, being by me
duly sworn, says that he is . .
of GIRARD BANK, that one of the seals affixed to the foregoing instrument

is the corporate seal of said corporation, that said instrument was signed and
sealed on behalf of said corporation by authority of its Board of Directors,
and he acknowledged that the execution of the foregoing instrument was the free
act and deed of said corporation.

Notary Public

My Commission Expires:



Builder

Whittaker Corporation
(Bexwick Forge & Fab-—-
ricating Division)

SCHEDULE 1

- Iessee's Road Numbers  Purchase Price

Description Quantity (Both Inclusive) Unit  Total
50' 6", 70-ton, Plate "C", 25 NSL 150825 : $39,728 $993,200
Rigid Underframe Boxcars , through
-with 10' 0" Sliding Doors NSL 150849
(Type XM)
TOTAL PURCHASE PRICE $993,200

Lease No. Y179-1290.4
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EXHIBIT A TO SECURITY AGREEMENT

ASSIGNMENT OF LEASE

FOR VALUE RECEIVED, LEASE FINANCING CORPORATION ("Assignor"), a-
Pennsylvania corporation, hereby assigns and transfers to GIRARD
PANK, a bank organized under the laws of the Commonwealth of Pennsylvania
("Assignee"), its successors and assigns, all of Assignor's right, title
and interest in and to that certain Iease of Railroad Equipment dated as
of June 29, 1979 (Lease No. Y179-1290.4) and all rental schedules and
supplements thereto of which National Railway Utilization Corporation
and Pickens Railroad Company, with addresses, respectively, at 1100
Centre Square East, 1500 Market Street, Philadelphia, Pennsylvania 19101
and at Cedar Rock Street, Pickens, South Carolina 29671, are lessees and
Assignor is lessor, as amended by that certain Amendment to Lease of
Railroad Equipment dated as of July 16, 1979 ("lease") together with all
rentals and other moneys coming due thereunder and all proceeds from
insurance, condemnation and requisition proceedings and sale or other
dispositions of any of the property subject thereto payable to or receiv-—
able by the Assignor under or in connection therewith, and all rights,
powers and remedies (but none of the duties or obligations, if any) of
Assignor under the Lease, including, exclusively on the part of the
Assignee, all rights of the Assignor to give and receive any notice,
oconsent, waiver, demand or approval under or in respect of the lease, to
exercise any election or option thereunder or in respect thereof, to
accept any surrender of any property subject thereto, to execute and
deliver any bill of sale for any such property, and to do all other
things which Assignor is entitled to do under this Lease.

Assignor authorizes Assignee to do every act and thing in the name
of the Assignor, Assignee or otherwise which Assignee may deem advisable
to enforce the terms of the lLease, and the Assignor hereby irrevocably
appoints Assignee the true and lawful attorney for the Assignor with
full power of substitution and revocation, together with full power and
authority in the name of the Assignor, Assignee or otherwise, to demand,
enforce, collect, receive, receipt and give releases for any moneys due
or to become due under or arising out of the lease or any policy of
insurance or indemnity relating to the property subject thereto or the
lease (including any returns of premium), to endorse all checks and
other instruments payable to Assignor, and to do and take all such other
actions as are referred to in the preceding paragraph relating to the
Iease or such property, to file any claims or institute any proceedings
for the foregoing which Assignee deems necessary, and to compromise any
such demand, claim or action. Notwithstanding the foregoing, it is
expressly agreed that (i) Assignor shall remain liable as lessor under
the ILease to perform all of the obligations assumed by it thereunder,
(ii) the obligations of Assignor under the Lease may be performed by
Assignee or any subsequent assignee without releasing Assignor there-
from, (iii) the Assignee or any subsequent assignee shall have no liability
or obligation under the Iease by reason of this Assignment and shall
not, by reason of this Assignment, be obligated to perform any of the
obligations of Assignor under the Lease or to file any claim or take any
other action to collect or enforce any payment assigned hereunder, and
(iv) Assignor's liability to Assignee shall be limited as provided in
Section E of the Security Agreement.
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This Assignment is made pursuant to and for the purposes of a

certain Security Agreement dated as of June 29, 1979 given by Assignor

to Assignee to secure the payment of Assignor's Note and the other
obligations referred to therein and shall remain in full force and
effect until such Note and obligations have been paid and discharged in
full. ‘

Executed ‘as of June 29, 1979.

' LEASE FINANCING CORPORATION
(Corporate Seal)

By

President
Attest:

Secretary



STATE OF PENNSYLVANIA :
. : ss:
COUNTY OF DELAWARE :
On this _25th _ day of _ July , 1979, before
me personally appeared Richard E. Caruso , to me personall

known, who, being by me duly sworn, savs that he is Sr.Vice President
of LEASE FINANCING CORPORATION, that one of the seals affixed to the
foregoing instrument is the corporate seal of said corporation,
that said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument

was the free act and deed of said corporation and of said
partnership.

[Notarial Seall

Notary Public

"My Commission expires: .



